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INTRODUCTION 

Please state your name, address and occupation? 

My name is Kirk Gray. My business address is 9 West Center Street, Pima, Arizona 

85543. I am the Assistant General Manager of Graharn County Electric Cooperative, Inc. 

(“GCEC” or the “Cooperative”). As such, I am responsible for assisting the current 

General Manager with all aspects of GCEC’s operations, finances and management. 

Please briefly describe your educational background and work-related experience. 

I have a bachelor of science degree in accounting and I am a Certified Public Accountant 

licensed to practice in the State of Arizona I have been the Finance Manager of GCEC 

for five years and four months. I was named the Assistant General Manager of GCEC on 

September 2,201 5.  

Mr. Gray, what is the purpose of your testimony? 

I am testifying in support of GCEC’s Application to complete the transfer of assets and 

service temtory to the City of SafEord (“safford”) pursuant to the Territorial Settlement 

Agreement (“TSA”) entered into in December 2008 and approved by the Commission in 

January 2010. Specifically, GCEC is requesting that the Commission (1) delete from the 

Cooperative’s Certificate of Convenience and Necessity (“CC62N) thc portions of the 

SSA not already deleted by the Commission in Decision No. 71471 (the “Decision”) and 

(2) authorize the Cooperative’s transfer to Saf50n-l of all distribution assets used to serve 

the load within the SafTord Service Area (“SSA”). Additionally, in order to ensure a 

smooth customer transition h m  GCEC to SaflFord, the Cooperative is requesting that the 
1 
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A. 

Q. 

A. 

Commission waive the customer confidentiality rule so that GCEC can transfer customer- 

specific information to Saf€ord. 

BACKGROUND 

Mr. Gray, please describe GCEC? 

GCEC is a non-profit, member-owned electric distribution Cooperative. We were fonned in 

1944 and received ourCC&N in 1961. The Cooperative serves areas located south and east 

of the San Carlos Apache Indian Reservation, excluding locations currently served by 

Saf€ord and the Town of Thatcher. GCEC c m t l y  serves approximately 6,500 members. 

What is the relationship between GCEC and M o d ?  

Saf€ord is a municipal corporation of the State of Arizona that operates an electric 

distribution system both within and outside of its corporate limits. Since 1946, GCEC 

and SaEord have been parties to an agrement regarding their respective rights and 

obligations to provide electrical service in the area One provision of the agreement 

anticipated Safford's future annexation of areas Within the Cooperative's CC&N territory 

and attempted to address the parties' respective rights in the went of such annexation. 

Unfortunately, that provision has been the subject to significant dispute between the parties, 

leading to multiple lawsuits. Tbercfore, in an attempt to resolve ambiguities mated by the 

prior agreement and prevent firture disputes, GCEC and Saf€ord entered into the TSA in 

Dtcanber 2008. A COPY O f  the "SA is attached a~ Exhibit KG- 1. 
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4. 

Q- 

A. 

Please describe the TSA. 

The TSA clarifies each party’s electric service rights and responsibilities within the 

corporate limits of Satford beginning in January 2009 and establishes a p d u r e  for 

addressing any territory expansions by Saf€ord in the future. With regard to service within 

the current corporate limits, the TSA provides for a staged transfer of the SSA territory Eiom 

GCEC to Saf€ord, with the ultimate goal Wing the complete transfer of the territory by 

January 2016. The TSA also establishes a Qamatically improved procedure for SafTord‘s 

future annexation of areas within the Cooperative’s CC&N temtory. 

What do yon mean by “staged transler of the SSA territory” and why did the 

parties structure the agreement that way? 

At the time the TSA was executed, Safford did not have the infrsstructure and system 

capabilities in place to immediately serve the load within the SSA. Therefore, the parties 

agreed that GCEC would continue to serve the existing (as well as some new) customers 

located within the SSA until Safford would be ready to serve the entire area 

Accordingly, the “SA identified two separate transfers - the Initial Transfer and the Final 

Transfer. Pursuant to Section 6 of the TSA, the Initial Transfer occurred in January 2013, 

pursuant to which M o r d  took over service to the Wal-Mart Supercenter and GCEC 

assumed service to the Saffbrd Municipal Airport properties. Section 7 of the TSA 

addresses the Final Transfer, which is the subject of the Cooperative’s October 1,2015 

Application. 

1091275v3/1043~)0 13 
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Q* 

A. 

Mr. Gray, you refereneed a prior Commission decision concerning the "SA. P h e  

explain. 

In anticipation of the transactions outlined in the TSA, GCFE filed an application with the 

Commission in April 2009. In response to that application, the Commission issued the 

Decision in which it approved the TSA and granted the authorizations necessary to proceed 

with the Initial Transfa. However, so that the Cooperative wuld continue to m e  the 

customas and locations within the SSA that were not scheduled to be transferred to Saffard 

until the Final Transfa, the Commission required GCEC to file another application in 2015 

in order to delete the remaining SSA areas from the Cooperative's CC&N and transfer the 

facilities necessary to serve the SSA. 

FI[NALTRANSFER 

Are the parties prepared to proceed witb the Final Tramfer? 

Yes. Since the execution of the TSA, GCEC and SaEord have worked together to complete 

all necessary infraseucture and system upgrades so that Sflord will be able to w e  the 

load within the SSA. Specifically, SafTord upgraded its substation and built in 69 kV 

transmission switching capability to facilitate GCEC's new 69 kV double circuit into the 

substation to provide lramrnm ' *on loop feed. S&ord also upgraded a primary distribution 

line to be able to handle the load after the Final Transfer of the SSA. 
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Q. 

A. 

How many GCEC customers are served in the area that will be deleted from the 

Cooperative’s CC&N? 

As of October 1,2015, GCEC has a total of 778 electric meters in the SSA. However, this 

number may change between now and the Final Transfer because there are activc 

developments within the SSA area that were excluded from the Commission’s Decision and 

therefore are currently within the Cooperative’s CC&N service tenitory. Based on recent 

trends, we anticipate that GCEC may add as many as 12 new customers in those 

developments before the Final Transfa. 

GCEC is also requesting Commission authorization to transfer to Safford a11 

distribution assets used to serve the load within the SSA, correct? 

Yes. The curzent list of facilities includes those that were in place as of January 1,2009 and 

those GCEC added after that date, attached as Exhibits KG-2 and KG-3, respectively. 

Additionally, for the same reasons that the number of customers within the SSA may 

increase prior to the Final Transfkr, the number of facilities may also increase. Accordingly, 

the Cooperative is requesting that the Commission’s Order include authorization to transfa 

to SaEord the fxilities identified on the two lists as well as any facilities that GCEC may 

construct within the SSA prior to the Final Transfer. 
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A. 

Q. 

A. 

What is the distinction between facilities in place as of January 1,2009 and those that 

were added after that date? 

Under the TSA, the purchase price that SafSord will pay GCEC is calculated based on the 

replacement cost less depreciation ("RCLD") of the facilities that wcre in place on January 

1, 2009 (but in no event less than $950,000 or greater than $1,250,000) plus the cost of 

facilities installed by GCEC after January 1, 2009. As indicated on Exhibit KG-2, the 

RCLD of the SSA facilities that existed as of January 1,2009 is $662,892.99, which is less 

than the minimum purchase price set forth in the TSA. Exhibit KG-3 show the cost of 

facilities installed fiom January 1,2009 through August 2015. Because this calculation will 

be revised to incorpomk the cost data for facilities installed in September 201 5 and over the 

next few months, the total purchase price is not yct known. However, we estimate the final 

purchase price will be in the $975,OOO range. 

Mr. Gray, can you please describe some of the benelils associated with the "SA and 

the Fmal Transfer? 

There are many benefits. As the Commission acknowledged in the Decision, the 1SA 

resolved a long-standing dispute between GCEC and SafTord over service rights in and 

mund Saf5ord. In addition to working cooperatively over the past several years, after the 

Final Transfer we anticipate a more peacefbl coexistence givcn the "SA provisions 

addressing future M o d  annexations and because the Cooperative will continue to provide 

transmission wheeling seMces to S a o d  pursuant to the parties' Wheeling and 

Transmission Agreement. From a financial Perspective, the Cooperative will benefit fiom 

6 
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Q* 

A. 

Q. 
A. 

the TSA's minimum purchase price clause and the fiture wheeling revenues. Additionally, 

GCEC will avoid litigation (including potential condemnation) in connection with SafEord's 

current acquisition and future annexations. 

What impact will the Final Transfer have on the customers within the SSA? 

We have worked with SaiTorcl to make the transition as seamless as possible for the 

customers. In 2009, GCEC mailed notices to all customers within the SSA as well as 

owners of large undeveloped tracks of land in the area describing the anticipated transfer to 

Safford. Since then, the Cooperative has explained the transfa to all new customers and 

intends to send another notice to affecled customers in a form prescribed by the 

AdminiStrativc Law Judge. GCEC is not aware of any customer opposition to the transfer, 

most likely because Safford's rstes are fairly consistent with the Cooperative's (and in some 

cases are lower).' The transfer will also benefit customcrs who currently receive other 

utility Services from M o d  by consolidating providers. Finally, customers who move to 

the SSA in the future will avoid confusion regarding which entity to contact for electrical 

service. 

When will the transfer of customers occur? 

The TSA calls for the Final Transfer to take place on or after December 31,2015. In order 

to coordinate some of the logistics (including final meter readings), Saf€ord and GCEC have 

scheduled the transfa to begin on January 4,2016. During the transfer, there may bc some 

' GCEC will supplement this filing with a comparison of the rates and terms of service, which will be identified as 
Exhibit KG4. 

7 
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A. 

intamittent loss of power due to system switching between GCEC and Saf€", but any loss 

will be temporary and the parties will work together to minimize any customer 

inconvenience. In a proactive effort to provide a smooth -tion process, Section 16 of 

the "SA requires GCFC to provide Word with customer lists, addresses, billing 

information, load histories and other relevant account infomation, which is why the 

Cooperative is also requesting Commission waiver of the customer confidentiality rule? 

After the Final Transfer, GCEC will send a h a l  bill to the transferred customers @d on 

the final meter reads). For customers who have a deposit on file, their final GCEC bills will 

include a deposit d imd and, if the deposit mount exceeds the final bill amount, the 

Cooperative will r c h d  the remaining balance via check to the customer directly. All 

future electric service bills will be issutd by SafTord. 

CONCLUSION 

Do you have any concluding remarks? 

I do. W o n  7 of the TSA will requk the Cooperative to make monthly payments to 

S&od if Commission a u t h o r h t h  is not received in time for the January 4,2016 Final 

Transfer. Accordingly, GCEC greatly appreciates the Commission's assistance with this 

matter, including the expedited processing by the Utilities Division and the prompt attention 

of Hearing Division. 

For the reasons stated herein and in our October 1,2015 Application, GCEC reqmtfdly 

requests that the commission enter its Order at tfie December 2015 Open Meeting (1) 

* GCEC will file a supplmmtal Exhibit KG-S confirmmg Sefford's customer confidentiality practices. 

5091 27SV3/1MMM)l3 
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Q. 
A. 

deleting from the Cooperative’s CC&N the portions of the SSA not already deleted by 

the Decision, (2) authorizing the Cooperative’s transfer to SafEord of ail distribution 

assets used to serve the load within the SSA and (3) waiving A.A.C. R14-203(A)(2) to 

permit the Cooperative to share any necessary customer infomation in connection with 

the Final Transfer. 

Does this conclude your direct testimony? 

Yes, it does. 

9 
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EXHIBIT KG-1 



TERRITORIAL SETTLEMENT AGREEMENT 

1. AGREEMENT AND PARTIES. 

This Tenitorial Settlement Agreement (“’this Agreement’’) is entered into by and between 
the City of Safford and Oraham County Electric Cooperative, Inc. (the “Parties”) 
pursuant to the Principles as defined in Section 2.9. 

2. DEFINITIONS. 

2.1 “ACC” refers to the Arizona Corporation Commission. 

2.2 “Airport Property” refm to the pmperty described on Exhibit “A” hereto. 

2.3 “Authorhd Representative” refers to a representative designated from time to 
time by a Party to work with the designated representative of the other Party and having 
the authority of such Party to implement the agreements of the Parties set forth in this 
Agreement. 

2.4 “CFC” refers to the National Rural Utility cooperative Finance Corporation. 

2.5 “Graham” refers to Graham County Electric Cooperative, Inc. 

2.6 
issued by the ACC in its Decision No. 33006 dated April 6,1961. 

2.7 
and CV2005-0083. 

“Graham’s CC&W refers to Graham’s Certificate of Convenience and Necessity 

“Lawsuits” refers to Graham County Superior Court Cause Nos. CV2005-0081 

2.8 
Graham, and the City of Thatcher and dated January 22,1946. 

“1946 Apemeif refers to the Agreement entered into by and between Safford, 

2.9 
Safford and Graham entered into on September 8,2008. 

“Principles” refers to the Settlement Principles of Taritorid Issues Between 

2.10 ‘‘Safford” refers to the City of Sflord. 

2.1 1 

2.12 
US 70 and 8m Street, on which the Waf-Mart SupuCentcr is located. 

“Safford Service Area” refm to the area depicted on Exhibit ”B” hereto. 

“Wal-Mart property” refa to the property to the east of 20’ Avenue, between 

2.13 “wheeling and Transmission Agreement’’ refers to the Wheeling and 
Transmission Agreement Between safford and Graham entered into contemDoraneously 

be amended fbm time to time. 

I043041119594o9u3 Pa@ 1 of 17 



3. EFFECTIVE DATE. 

This Agreement shall become cf fdve  as of January 1,2009 (the “Effective Date”). 

4. PROVISION OF SERVICE WITHIN THE SAFFORD SERVICE AREA. 

4.1 Except as othexwise provided pursuant to other provisions in this Agreement set 
forth below, fiom Jenuary 1,2009 through the closing of the sale of the Final Transfer 
Facilities pursuant to Section 7 herem, SafY6n-i and Graham shall cach continue to 
provide electric service to the existing loads and customers within the Saf€ord Service 
A m  that each of them is serving as of the Effective Date. 

4.2 Graham will not object to Mord umnecting new customer loads located within 
the W o r d  Service Area to safford’s distribution facilities and providing electric seMcc 
to such new loads after January 1,2009. 

4.3 Customers that are receiving coIlStrUCtion or temporary service from Graham as 
of January 1,2009 within the Sefford Su-vicc Area shall become customers of Saflord on 
the date such c o d o n  or temporary service is connected to SafTord’s distribution 
Eacilities. Saf50rd shall have (he right to and shall make such connections no later than 
the closing of the sale of the Final Transfer Facilities pursuent to Section 7 herein. 

4.4 If, after January 1,2009, any customer requires new or temporary service within 
the $af€ord Service Area, and Saf€ord has not acquired the Final Tmfer Facilities, as 
defined in Section 7, and it is anticipated that safford will not have comtruckd 
connecting distribution facilities in order to provide the service to the new customer, the 
Parties agree that Graham (and not Saf€d)  will, after discussions, deliberation, and 
agreement with SafEord, procted to install all necesiuy facilities to timely serve the new 
customer’s load, temporarily Conntcting any such new customer’s load to Graham-owncd 
distribution facilities. 

4.4.1. In such event, such new customer shall become a retail customer of 
Graham and such new customer’s load shall continue to be served by Graham 
until the Final Transfer Facilities are transferred to Saf3ord. 

4.4.2 Also in such event, SaEord shall reimburse Graham for Graham’s actual 
cost of installing all necessary facilities to serve such new customer’s load, 
including any linc extension costs, but less any contributions that would be 
payable by such customer for such hilities, at the time of closing of the 
@ansaction transfemng the Final Transfer Facilities to SafSord. 

4.5 Graham shall also serve, until the Final Trausfer Facilities are transfemd to 
Safford, any new customer’s load located within the SzdTord Service Area, which 
customer: (i) dcmands stlvicc fram Graham prior to thc date that the ACC approves the 
modification to Graham‘s C W N  pursuant to Section 8; and (ii) refuses to instead be 
connected to safford’s distribution system to be served by Saord pendin the transfa of 
the Final T@x to Saf€ord. 2 f l a  

104301 111955W9~3 Pqs 2 of 17 



4.5.1 Safford shall reimburse Graham for the actual cost of facilities installed by 
Graham, including any line extension costs, but less any contribution paid by the 
customer and retained by Graham, for such seMce to customers pursuant to this 
Section 4.5, but in no event shall such reimbursement be any greater than the 
costs that the Parties agree would be incurred by SaBord to connect such 
custom to Saf€od’s didbution system (less any contn‘butions that would be 
payable by such customer). 

4.5.2 W o r d  shall pay oraham such agreed upon costs at the closing of the 
transaction transferring the Final Transfer Facilities to SaBord. 

4.6 The costs incurred for and any value of the facilities and assoCiated line 
extensions described in Section 4.4 and Section 4.5 shall be excluded fiom the final 
RCLD Purchase Price of the Final Transfer Facilities determined purswn~ to 
Section 7.3(i), and instcad shall be payable purswnt to Section 7.3(ii). 

5. PROVISION OF SERVICE OUTSIDE THE SAFFORD SERVICE AREA. 

5.1 &ginning January 1,2009, W o r d  shall have the right to provide electric service 
in territory outside the Safford Service Area to customers located in artlls annexed by 
Wod, provided S&rd first acquires, pursuant to the procedures specified in this 
section 5, Graham’s distribution facilities used to serve loads located in such annexed 
areas. 

5.2 In any such aqukition of facilities by Safford fiom Graham pursuant to 
Section 5.1, Graham shall rdain any kilities necessary for Graham to conhue to 
provide service to its customers’ loads in area(s) Grahsm will be continuing to serve. 
The Parties shall make good Eaitb efforts to promptly identify the facilities to be retained 
by-. 

5.3 Far any such acquisition pursuant to Section 5.1, Safl‘ord shall five Graham three 
(3)years’ written notice of its inteation to plnchase Graham’s electrical distribution 
facilities used to serve load located in any such annexed area outside? the Safford Service 
Arpa that Wiwd itmds aswe Graham ShaJJ fiJe and d i i g d y  psueappopda& 
requests with the ACC, the CFC, and any other bolder(s) of liens on the facilities behg 
acquired, requesting (i) approval of the transfer to Saf%od of title to such faciiities, 
(ii) redease of any and all lieas made by Graham on such facilities, and (iii) authority to 
discontinue retail electric service to the af&ctecl customers as of the third anniversary of 
the notice. Graham shall use reasonable efforts to obtain approval by the ACC, CFC, and 
any such lienholder prior to the third anniversary of the notice. WOKI agrces to assist 
Graham in obtaining such approvals by providing a letter and testimony in support of the 
approvals, if testimony is quested by Graham or the ACC, at $afford’s own expenst. 

5.4 Thc purchase price paid to Graham for any such facilities acquired by Safford 
pursuant to Section 5.1 shall be five (5) times the annual billings for Service to customers 

(such bIlings to be detennintd by reference to 

104341 111 



which Graham shall make available to Saord, and which SafSord may audit at its sole 
expense) based upon the total amount of all ACC authorized items and charges shown on 
the last twelve monthly bills for each customer in the annexed area, with the last of such 
twelve monthly bills to be the last one that was sent at least thirty days before the third 
anniversary of the notice. 

5.5 In the event Graham adds facilities in the tenitory after Safford has given the 
written notice pursuant to Section 5.3 and prior to acquisition, the formula set forth in 
Section 5.4 shall be used to determine the purc- price of such facilities, and in the 
went such facilities have not been installed for one full year prior to acquisition, a full 
year of service and billings for the customers being served by such additional facilities 
added in the annexed area shall be developed to determine the purchase price based upon 
proration of available service and billing data. For seMcc to any customer(s) being 
w e d  by such additional facilities added in the annexed area to whom no monthly bill 
has been sent at least thirty days before the third anniversary of the notice, the Parties 
will, within thirty days after the closing date, calculate and agree on the additional 
purchase price of the added facilities for such customer(s) based on a prorated year of 
billiigs for such customer(s), and Word shall then pay Graham such additional 
purchase price amount witbin thirty days after the Partics agree on the calculation. 

5.6 Subject to d p t  of ncctssary rtgulatory and other approvals necesfary to sell 
such facilities to Saf€ord, the scheduled closing date for the d e r  of any facilities 
pursuant to Sections 5.1 through 5.5 shall be the third BTlnivers~lly of the date the notice is 
given. The form and substance of any transfer documentation for the transfa of such 
facilities shall be reasonably satisfactory to both Parties and shall waftant that such 
facilities and associated real property intensts are being conveyed free and clear of any 
monetary liens. 

5.7 In the went, for any reason, oraham has not obtained approval Erom the ACC, 
CFC, or any other person or entity holding a lien made by Graham on Graham’s portion 
of the facilities to be transfemd pursuant to Sections 5.1 through 5.5 prior to the third 
anniversary of the date notice is given pursuant to Section 5.3, Graham shall pay Word, 
until the closing of the sale of the facilities being acquired, a fee equal to the product of a 
rate (in Dollars per kWh) equal to the then current wheeling rate (in Dollars per kWh), 
multiplied by all m o m  retail electric d e s  in kWh of Graham’s customer accounts, 
mut@ as of such third annivemuy of the notice, for customers served by the facilities 
wig acqukd. 

5.8 Word shall, as the sole alternative to using its powers of condemnation, use the 
method set forth in Sections 5.2 to 5.7 for the purpose of expanding its electric system 
and electric services beyond the SafTord Service Area. 

5.8.1 However, nothing contained herein shall (i) bar Safford fiom increasing its 
municipal boundaries pursuant to lawfid annexation of properties, or (ii) limit the - -  
right of Saf€ord to exekise its powers of condemnation. 



5.8.2 If, however, Saf€ord chooses to proceed by condemnation against Graham, 
Graham shall not be limited in such proceeding to the determination of a value for 
its facilities as specified in this Agrement., including without limitation the 
formulae set forth in Sections 5.4 and 5.5. 

5.9 Graham will not object to safford expanding its distribution system outside of 
(a)the Safford Service Area or (b) any area where Safford has acquired facilities and 
service rights pursuant to Sections 5.1 through 5.5 if such expansion is solely for 
reliability purposes, interconntcts with electric facilities of Graham in accordance with 
the Wheeling and Transmission Agreement, or with the Town of Thatcher, and so long as 
such facilities serve no retail electric distribution load that is not within either (a) the 
Safford Service Area, or @) any area where S a f € d  has acquired facilities and service 
rights pusuant to sections 5.1 through 5.5. 

5.10 
terminated 

Subject to the provisions of Section 8.5, the 1946 Agreement is hereby 

6. INITIAL TRANSFER DATE AND INITIAL TRANSFER FACILITIES. 

6.1 Electric service to the electric customers’ loads of the Airport  pro^ shall 
continue under existing anangements until the Initial Transfa Date, as defined in 
Section 6.2, so that until the Initial Transfer Facilities, as de&& in Section 6.3, arc 
exchanged between the Parties, SafFord will receive and pay for retail electric service 
ftom Graham, as measured by a master meter, and may resell the power to individually 
meted customers. oraham shall Continue to provide service to the Wal-Mart property 
until the closing of the sale of the Initial Transfcr Facilities. 

6.2 On December 31,2012 (“Initial Transfer Date”), or on such later date as may be 
q u i d  pursuant to Section 6.7, the Parties shall simultaneously enter into the following 
exchanges and W k r s ,  each of which shall be conditioned upon and in consideration for 
the other 

6.2.1 In exchange and consideration for the transfer described in Section 6.2.2, 
Safford shall purchase from Graham, and Graham shall sell and convey to 
Mmd, Graham’s &b*n MJhkq and its ruJ proputy h~~~ d n g  
such distribution facilities, used in providing electric service to the Wal-Mart 
property; and 

6.2.2 In exchange and consideration for the transfer described in W o n  6.2.1, 
Graham shall purchase fiom Saffnrd, and Saf€ord shall sell and convey to 
Graham, Saf€ord’s distribution facilities, id its real property interests concerning 
such distribution facilities, used in providing electric service to the Airport 
hm. 



6.3 me Wal-Mart property and Airport propcrtr fbcilities and associated real 
prom interests are colltctiVely referrad to as the "Initial Transfer Facilities." The 
Authorized Repiwntatives of the Parties shall identifjr and agree upon the specific 
facilities that are Initial T m f a  Facilities no later than December 3 1,201 1. 

6.4 On or before January 15,2012, Graham shall file appropriate requests with the 
ACC, the CFC, and any other holdex@) of liens on Graham's portion of such Initial 
Transfer Facilities, requesting (i) approval of the transfer to Saf€ord of title to Graham's 
portion of the Initial Transfm Facilities, (ii) release of any and all liens made by Graham 
on Graham's portion of the Initial Transfm Facilities, and (iii) authority to discontinue 
retail electric service to the affected customers as of the Initial Transfer Date. Graham 
shall use reasonable e&& to obtain approval by the ACC, CFC, and any such lienholder 
prior to the Initial Transfer Date. M o r d  agrees to assist Graham in obtaining such 
approvals by providing a lettcr and testimony in support of the approvals, if testimony is 
requested by Graham or the ACC, at safford's own expense. 

6.5 In the event, for any reason, Graham has not obtained approval &om the ACC, 
CFC, or any otbcr pcrson or d t y  holding a lien made by Graham on Graham's portion 
of the Initial Transfer Facilities prior to the Initial Transfa Date, Graham shall pay 
S f i r d  a fee equal to the product of a rate (in Dollars per kwh) equal to the then current 
wheeling rate (in Dollars per kwh), multiplied by all monthly retail electric sales in kWh 
of Graham's customer accounts, Starting Jmwy 1, 2013, for customers sewed by 
Graham's portion of the Initial Transfa Facilities. 

6.6 Such payments to Sflord shall continue until Graham obtains approval from the 
ACC, CFC, or any other lienholder, or, in the event of CFC or other lienholder approval 
delay, Graham provides an alternative to lien release satisfactory to SafGord and Graham, 
such as collateral or indemnity. 

6.7 Safford and Gmhm shall close the sale of the Initial Transfer Facilities within ten 
(10) days after Graham provides notice that it has either obtained the approvals and 
relcases required by Section 6.4 or that it has provided satisfactory alternatives as 
described in Section 6.6, but not sooner than the Initial Transfer Date. The form and 
substance of any traplsftr documentation for the transfer of Initial Transfer Facilities shall 
be reasonably satisfactory to both Parties and shall warrant tha! such facilities and 
associated real property interests are Wig conveyed free and clear of any monetary liens. 
Ea& Party shall pay half of any escrow or dated costs, charges, or fees, if any. 

7. FINAL TRANSFER DATE AND FINAL TRANSFER FACILITIES. 

7.1 Effective as of December 31, 2015, or upon the closing of the sale of the Final 
Transfer Facilities pursuant to Section 7.8, whichever is later, Saord shall become the 
sole provider of electric service within the Sflord Service Area. 

7.2 On December 31,2015 (''Final Transfer Date"), or on such later date as may be 
requid pursuant to Section 7.8, Safford shall purchase from Graham, and Graham shall 

Graham's distribution facilities, and its p rty interests 
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concerning such distribution facilities, used in providing electric service to loads existing 
within the Safford Service Area (“Fd Transfer Facilities”), and any such distribution 
facilities that may be installed by Graham within the Safford Service Area pursuant to 
Sections 4.4 and 4.5. The Authorized Representatives of the Parties shall identi9 and 
agree upon the specific facilities that are Final Transfer Facilities no later than 
November 15,2014. 

7.3 The total purchase price for the Final Transfer Facilities and for any distribution 
facilities installed by Graham pursuant to W o n s  4.4 and 4.5 shall consist of the sum of 
(i) an amount equal to replacement cost less depreciation (“RCLD”) of the Final Transfer 
Facilities as of the Final Transfer Date, but in no event to be less than 0950,000 or greater 
than %l,250,0o0 (“RCLD purchase Price”); plus (ii) any amounts payable by Safford 
pursuant to Sections 4.4 and 4.5 and as set forth in Section 4.6. 

7.3.1 RCLD as used herein shall mean a valuation of such distribution facilities 
derived by using estimates of the cost to replace such facilities with facilities of 
similar productive capacity as of the valuation date, less the depreciation, which 
shall be determined in accordance with generally Bcccpted accounting principles, 
that has accumulated on such existing facilities based on the transfdg party’s 
service records, extending such depreciation through the valuation date. 

7.3.2 Graham shall provide Safford with its estimate of the RCLD Purchase 
Price no later than November 1 5,20 14, and the Parties will work in good faith to 
agree on the RCLD Purchase Price prior to January 15,2015. 

7.3.3 In the event thc Parties aa unable to agree on the RCLD purchase hice 
and are therefore in dispute as to the RCLD Purchase Price as of January 15, 
2015, the amount to be &posited as the RCLD Purchase Price pursuant to 
Section 7.4 shall be the midpoint between the estimate derived by Graham and the 
estimate derived by Safford, but in no event shall such amount be less than 
$950,000 nor greater than $1,250,000. 

7.3.4 If the midpoint is used for the deposit and either Party is dissatisfied with 
using the midpoint as the RCLD Purchase Price, either Party may refer the 
derivation of the RCLD purchase Prim for resolution pursuant to the dispute 
resolution process set forth in Section 11, with the arbitrator(s) required to nsolve 
the final RCLD hvchase Price prior to the Final Transfer Date. 

7.4 No later than January 15,2015, Saf€ord shall deposit into an escrow account at a 
bank, escrow company, or other similar institution of Word’s choice, the RCLD 
purchase Price for the Final Transfer Facilities determined pursuant to Section 7.3. Any 
interest accumulated in the escrow Bccowlt prior to the Final Transfer Date shall belong 
to Safford, and each Party shall pay half of any escrow or related costs, charges, or fees. 
Any amount of such deposit not needed as part of the final RCLD Purchase Price shall be 



refunded to Safford at the close of the sale of the Final Transfkr Facilities. Any 
deficiency in the amount of the funds deposited with respect to the final RCLD Purchase 
Price shall be paid by Saf5ord to Grabam at the closing of the sale of the Final Transfer 
Facilities. 

7.5 On or before January IS, 2015, Graham shall file appropriate requests with the 
ACC, the CFC, and any other holderjs) of liens on the Final Transfa Facilities, 
requesting (i) approval of the transfer to Safford of title to the Final Transfer Facilities, 
(ii)release of any and dl liens made by Graham on the Final Transfa Facilities, and 
(iii)authority to discontinue retail electric service to the affected customers as of the 
Final Transfer Date. Graham shall usc reasonable dforts to obtain approval by the ACC, 
CFC, and any such lienholder prior to the Find Transfer Date. Safford agrces to assist 
Graham in obtaining such apIwovals by providing a letter and testimony in support of the 
approvals, if testimony is requested by Graham or the ACC, at SafTord’s own expenst. 

7.6 In the event, for any reason, Gtahem has not obtained approvd fnrm the ACC, 
CFC, or any other person or entity holding a lien made by Graham on the Final Transfer 
Facilities prior to the Final Transfer Date, Graham shall pay Safford a fee equal to the 
product of a rate (in Dollars per kWh) equal to the then current wheeling rate (in Dollars 
per kwh), multiplied by all monthly retail electric sales in kwh of Graham’s customer 
accounts, s w i n g  January 1,2016 for customers served by the Final Transfer Facilities 
and any customers served pursuant to Section 4.4 and Section 4.5. 

7.7 Such payments to M o d  shall continue until Graham obtains approval fiom the 
ACC, CFC, or any other lienholder, or, in the event of CFC or other lien-holder approval 
delay, Graham provides an alternative to lien release satisfactory to Word  and Graham, 
such as collattral or indemnity. 

7.8 Within ten (10) days afkr Graham provides notice that it has either obtained the 
approvals and releases rrquired by Section 7.5 or that it has provided satisfactory 
alternatives as described in Section 7.7, but not sooner than the Final Transfer Date, 
Safford and Graham shall notify the escrow agent of the final RCLD purchase Price 
pursuant to Section 7.3 and shall close the sale of the Final Transfer Facilities. The fonn 
and substance of any transfer documentation for the transfer of Final T d e r  Facilities 
shall be reasonably satisktory to both Parties and shall wanant that such facilities and 
associated real property interests are b e i i  conveyed free and clear of any monetary liens. 

8. ACC APPROVAL, TO MODIFY GRAHAM’S CGQN. 

8.1 Within 120 days after execution of this Agreement, Graham shall file with the 
ACC, and shall thtn diligently prosecute, an application to modify its CC&N to exclude 
h m  its SeJyiCc tm’tary &e saffard sesy j cekea  JJJ the @Wm I;zaham 
will also notify the ACC of the reservations and provisions herein relating principally to: 
(i) Graham’s contiming service in the periods prior to the Initial Transfer Date and Final 
Transfer Date; (ii)the transfb of the Initial Transfer Facilities and Final Transfer 
Facilities; and (Si) the interim service arrangements described in Section 4. 
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8.2 Saf€ord shall assist Graham in obtaining this ACC approval by providing, at 
SafTord's sole cxpenst, a lcttcr and testimony in support of such ACC approval, if 
requested by Graham or the ACC. 

8.3 
Saf€ord Service Area at its expense, 

If requested by the ACC, M o d  agrees to provide a legal description of the 

8.4 If requestctd by the ACC, the Parties shall work mperatively to provide a 
description of the areas served by Graham with the Initial Transfer Facilities and the 
Final Transfer Facilities. 

8.5 If the ACC has not by written order approved such modification to Graham's 
C W  by June 30,2010, the Parties will coopcratt and work together for an additional 
180 day period to attempt to resolve any issues or co~lcems the ACC may have raised 
andor to otherwise effectuate ACC approval of modification to the CC&N. If, by the 
end of that additional 180 day period, the ACC has not by written order approved 
modification to Graham's C W ,  and the Parties have not otberwist agreed to futther 
extend the period to continue working to achieve ACC approval, the 1946 Agreement 
will again become efi;ective and reinstased. 

8.6 In the event the 1946 Agrement becomes effective and reinstatd pursuant to 
Section 8.5, the Parties agree to inform the Graham County Superior Court in the 
Lawsuits of slach dnstatcment, and either Party may petition the Court to resume its 
proceedings in the Lawsuits. In the event the 1946 Agreement becomes effective and 
rehtated pursuant to Section 8.5, the Parties hueby agree that any applicable statute of 
limitations, statute of repose, or other applicable time limitation governing or relating to 
any of the claims or causes of action that wcrc or could have been raised in tbe Lawsuits 
or that relate to the subject matter of this Agreement, shall be and hereby arc tolled and 
shall not expire until two years after the date the 1946 Agreemeat becomes effective and 
rtinstated. 

8.7 If and when the ACC approves the modification to oraham's CC&N pursuant to 
Section 8.1, the Parties will promptly take such actions as arc necessary to have the 
Lawsuits dismissed with prejudice, with each Party to bear its own costs and attorneys' 
fees. 

9. CONDITION OF AND RESPONSIBILITY FOR THE TRANSFER FACILITIES. 

9.1 Each Party shall accept the Initial Transk Facilities, the Final Transfa Facilities, 
and any other facilities transfkffd pursuant to Section 5, and the ass0ciated conveyed 
real property interests, AS IS and WHERE IS, as of the Initial Transfer Date, the Final 
Transfer Date, and the date of transfer of other facilities pursuant to Section 5, 
respectively; provided that the conveying Party shall xnaintain its facilities that are subject 
to sale and trausfa hem& in accordance with standad 
prior to the sale and transfer of any such kilities. 
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9.2 Whenever any facilities and respectiVt associated real property interests are 
t m n s f d  and conveyed pursuant to Sections 5, 6, and 7, the selling Party shall no 
longer hold any right, title, or interest in such transfd facilities and associated real 
ppcltyintcrtsts. 

9.3 Further, whenever any facilities and respective associated real property interests 
are transferred and conveyed pursuant to Sections 5,6, and 7, the purchasing Party shall 
then be solely responsible for: (i) providing electric service to the customers c.onnected 
to such transferred facilities, and (ii) all right, title, interest, option, maintenance, and 
disposition of such eansferred facilities and associated real property interests. 

10. EASEMENTS. 

10.1 Tbe Parties agree that easements required by a requesting Party from the other 
Parry to enable the requesting Party to perform in 8ccord&oct witb the provisions of this 
Agreement shall be made available to the requesting Party without undue cost or delay by 
the other Party. Each Party agrees to be reasonable within standard utility p t i c e  with 
mspect to the locations it requests for such easements in the service territory of the other 
party. 

10.2 Any eascment that has beengranted byaParty to the other Party shall not be set 
aside by the granting Party so long as the other Party requires such easement to provide 
electric Service in its d c t  territory pursuant to this Agreement. . 

1 1. ALTERNATIVE DISPUTE RESOLUTION. 

11.1 Any question, dispute, or conn~vvsy (a “dispute”) arising out of or related to the 
terms andlor subject matter of this Agrement shall be sub- in writing by the 
Authorized Representative of the disputing Party to the Authorized Representative of the 
other Party. The Authorized Representatives shall attempt to resolve any such dispute 
Within fifteen (1 5 )  days of such submittal and pxsentation. 

1 1.2 In the event the Authorized Representatives are unable to resolve the dispute 
within such fi&cn (15) days, such dispute shall be submitted by the disputing Party to 
arbitration and resolved in accordance with the arbitration pIocedures set forth as follows: 

1 1.2.1 The Authorized Representatives shall attempt to agree on the seltction, 
retention, and appointment of a single neutral independent arbitrator with 
expertise in the area of the dispute, within ten (1 0) business days after expiration 
of the fifteen (15) day resolution period in Section 1 1.1 above. The cost of such 
single arbitrator shall be shared equally by the Parties. If the Parties fail to agree 
upon a single arbitrator within that ten (10) business day period, each Party shall 
choose one arbitrator within the next five (5 )  business days who shall sit on a 
three (3) member arbitration panel. Sffird shall retain and provide one arbitrator 
at its sole cxpensc and Graham shall retain and provide one arbitrator at its sole 
expense. Those two arbitrators shall select and retain a third independent 



12. 

13. 

independent arbitrator W be shared equally by Saf5ord and Graham. In either 
case, the arbitrators shall not have any c m t  or past substantial business or 
financial relationships with any Party to the arbitration (except prior arbitration). 

11.2.2 The arbitrator(s) shall collduct an arbitration of the dispute within twenty 
(20) days aftcr appointment (or such shorter or longer time as agreed upon by the 
arbitrator@) and approved by the Parties). The arbitmtor(s) shall provide each of 
the Parties with the opportunity to be heard and, except as otherwise provided 
herein, shall generally wnduct the arbitration in accordance with the Commercial 
Arbitration Rules of the American Arbitration Association and applicable 
substantive law. Except to the extent it would be contrary to or inconsistent with 
the pmvisions herein, the provisions of A.RS. 40 12-1501 et seq. shall apply. If 
them is a tbree member panel rather than a single arbitrator, the powers of the 
arbitrators, including the power to issue rulings on the merits of the dispute, may 
be exercised by a majority. 

11.2.3 Unless otherwk agreed by the Parties, the arbitrator@) shall render a 
decision within thirty (30) days following the arbitration, and shall mtifL the 
Parties in writing of such decision and the reasons for it, but without the necessity 
of detailed findings of fact and coxxiusions of law. In the discretion of the 
arbitrator(s), the r u l i i  may include an award of the prevailing Party's costs and 
reasonable attorneys' fees against the other Party. The decision of the 
arbitrator@) shall be final and binding on the Parties, and judgment on the award 
may be entered in any court having jurisdiction. The decision of the arbitrator(s) 
may be opposed or modified in BccoTd8not with and for the reasons set forth in 
A.R.S. $1 12-1512 and 1513. 

SPECIFIC PERFORMANCE. 

In addition to such other remedies as may be available under applicable law, the Parties 
acknowledge that the remedies of specif~c pedonmt~ce and/or injunctive relief shall be 
available and proper through an arbitration procteding pursuant to Section 11 in the event 
any Party fails or refuses to petform its duties hmundcr. 

AUTHORITY FOR THIS AGREEMENT. 

13.1 Graham and Safford tach represent and warrant that the person signing this 
Agreement on its behalf has full authority to execute this Agreement, and that it has taken 
all action necessary or appropriate under applicable law and the organizational 
documents of such Party to make this A p e m a t  the valid and binding obligation of such 
Party, dorceabk in accordance with its tams. 

13.2 Graham represents and waxrants tbat it is an Arizona non-profit electric 
Cooperative that was incorporated in 1945 and is duly bed, validly existing, and in 
good standing pursuant to the laws of the State of Arizona and hqs-the full power and 
authority to enter into this Agrtcment. 

---7 
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14. 

15. 

16. 

17. 

13.3 Safford qresents and warrants that it is an Arizona municipal corporation duly 
formed, validly existing, and in good standing pursuant to the laws of the State of 
Arizona and has the full power and authority to enter into this Agreement. 

ENTIRE AGREEMENT. 

Together with the contemporaneously executed Wheeling and Transmission Ageement, 
this Agreement constitutes the entire agreement between the Parties with respect to the 
subject matter hereof, and may be modified only by a written instrument signed by the 
parties hereto. 

EXHIBITS. 

Each Exhibit identified in and attached to this Agreement is hereby incorporated in and 
made a part of this Agreement as if set forth in its entirety wherever referenced in this 
Agreement, and may be modified or replaced by a substitute Exhibit only upon the 
mutual agnement of both Parties evidenced by their signatures on the substitute W b i t  
together with identification of the prior Exhibit and the efftctive date of substitution. 

COOPERATION IN TRANSFER OF RECORDS AND SERVICE. 

Each Party shall promptly cooperate with the other Party in all d l e  respects to 
provide for a smooth and uninterrupted tcatlsition of electric service to each cwtomer 
affecttd by this Agreement, including without limitation by providing the other Party 
customer lists, addresses, billing information, load histories, and other relevant Bccount 

information llccessa~y or convenient to facilitate the accurate identification of all 
customers affected, the delivcry by the Parties of notices of the transition, and the 
provision of continued and uninterrupted electric service to all such customers. 

NOTICES. 

Any notice or other written communication to or upon Saf€ord or Graham pursuant to this 
Agreement shall be deemed properly made and received ifmade in Writing and addrwsed 
to the pason(s) and address(es) for S a f f o ~ I  and Graham set forth below, and shall be 
effective (i) three days after it is deposited and post-marked with thc United Statcs Postal 
Service, postage prepaid, return receipt quested, or (i) upon hand delivery: 

Jf to Grabam: 

General Manager 
Graham Comfy EIecaic Cooperative, Iac. 
9 westcenterstreet 
Pima, Arizona 85543 



With a copy to: 
Michael M. Grant 
Gallagher & Kennedy, P.A. 
2575 J3st Camelback Road ## 1100 
Phoenix, Arizona 850169225 

City Manager 
City of S & d  
717 Main Street 

With copies to: 
City Attorney 
City of Word 
71 7 Main Street 

K.R Saline & Associates 
16ONorthPasadena,# 101 
Mesa, Arizona 85201-6764 

Safford, Arizona 85548-0272 

A~~ZOIU 85548-0272 

Routine comspondetlce regarding mutual discussions, negotiations, deliberations, 
transactions, or opedons may be made by eleCtroni0 mail, facsimile, telephone, or such 
other means as the parties may mutually detemme - from time to time in furtherance of 
efficient, effective, and Cooperative communication. 

18. UNCONTROLLABLE FORCES. 

No Party shall be considered to be in default in the perfomwnw of its obligations 
hereunder when a delay in or failure of perfomince shall be due to an Unconaollable 
Force. The term "Uncontrollable Force" shall mean any cause beyond the reasonable 
control of the Party afhctcd, which by exercise of due diligeuce such Party could not 
reasonably have been expected to avoid, and which by exercise of due diligence it shall 
be unable to overcome, including but not restricted to failure of hilities, flood, 
ealdlquakt, staan, 
labor dispute, shortage of labor, fuel, transportation, or material, sabotage, regulation or 
restriction imposed by governmental or lawfully established authority, or restraint by 
court d e r  or public authority. Nothing contained herein shall be construed to requirt a 
Party to settle any strike or labor dispute in which it may be involved. Any Party that 
fails to fulfill any of its obligatiw hereunder by reason of an Uncontrollable Force shall 
give prompt notice, followed by written notice of such firct to the other Party and an 
estimate, if possible, of when the Pasty claiming the Uncontrollable Force believes in 
good faith that the Uncontrollable Force will end and that pedormance will resume. The 
Party claiming the Uncontrollable Force shall exercise due diligence to resume the 
performance of such obligdon(s) with all reasonable dispatch. 

lightning, rpidkdc, war, lht, d Y i l  dismbm? nrdisobadi~, 
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19. 

20. 

21. 

22. 

23. 

24. 

25. 

BMDING ON SUCCESSORS AND ASSIGNS. 

It is intended that all of the provisions of this Agreement shall inure to the benefit of and 
shall be binding upon the Parties hereto, their legal rejmsentatives, SUCC~SSO~S, and 
assigns. Neither Party shall transfer or assign all or any portion of its rights or 
obligations under this Agreement without the prior written consent of the other Party, 
which consent shall not be unreasonably Withheld or delayed. 

TIME OF THE ESSENCE. 

Time is of the essence with respect to the performance of all tern, covenants, 
conditions, and provisions of this Agreement. If the date or deadline for any notice, act, 
or event required or contemplated by tbe terms of this Agreement falls on a Saturday, 
Sunday, or legal holiday, such date or deadline shall continue over to the next following 
day that is not a Saturday, Sunday, or legal holiday. 

COOPERATION. 

The parties hereto shall execute, acknowledge, and deliver such other instrumen band 
documents as may be necessary or appropriate to carry out the full intent and purpose of 
this Agreement. 

ARIZONA LAW GOVERNS, 

This Agreement and the rights of the parties hereto shall be interpreted, governed, and 
construed in accordance with the laws of the State of Arizona. 

WAIVER. 

Either of the parties shall have the right to excuse or waive performance by the other 
party of my obligation under this Agreement by a writing signed by the Party so 
excusing or waiving. No delay in exercising any right or remedy shall constitute a waiver 
them< and no waiver by either Party of the breach of amy provision of this Agreement 
shall be constmed as a waiver of any preceding or succeeding breach of the same or any 
other covenant or condition of this Agrccmcnt. 

COUNTERPARTS. 

This Agreement may be executed in any number of counterparts, each of which shall be 
an original, but all of which shaII constitute one and the same instrumat. 

TERM. 

This Agreement shall continue and remain in effkct in perpetuity, unless and until it is 
modified or terminated by mutual written agreement of the Parties. . 

Page l4of17 



26. INTERPRETATION. 

This Agreement is the result of negotiations between the Parties and, accordingly, shall 
not be construed for or against any Party regardless of which entity drafted this 
Agreemmt or any portion thereof. 

27. CONFLICT OF MTEREST. 

Notice is hereby given of the provisions of A.R.S. 8 38-51 1, 

IN WITNESS WHEREOF, the City of S a E d  and Graham County Electric Cooperative, Inc. 
have caused this Temtorial Settlement Agreement to be executed, attested, and delivered by their 
respective duly authorized executives. 

Date: 

ATTEST By: 

APPROVED AS TO FORM: 

By: 

Moyes, Sellers hf~ims,  
Special Outside Counsel 





EXHiBlT 6 
SAFFORD SERVICE AREA 



EXHIBIT KG-2 



Graham County Electric Cooperative, Inc. 
City of Safford FinalTransfer Facilities 
Replacement Cost l e s s  Depreciation 

Number of Extended 
Units in Replacement Replacement 





EXHIBIT KG-3 



GRAHAM COUNTY ELECTRIC COOPERATIVE, INC. 
WORK ORDERS CLOSED 

ACCOUNT 1107.2 
January 1,2009 to August 31,2015 

WORK CASH 

Totals 
NUMBER CUSTOMER NAME 

- 
91008 Providence Dev Inc (Copper Canyon) 

91038 Prov Dev Inc #250 
91066 Crandall Aaron 
91120 C J Angle 
91121 C J Angle 
101036 Providence Dev Inc 
101037 Providence 
101038 Providence 
101041 Elko Wire 
101054 Prov Dev Inc #53 
101055 Prov Dev Inc #144 
101056 Prov Dev Inc #146 
101060 C J Angle Const 
101096 Prov Dev Inc #152 
101097 Prov Dev Inc #251 
101101 Copper Canyon #37 
101102 CopperCanyon#210 
121008 Prov Dev Inc #148 

121053 Providence Homes 
131012 Providence Dev lnc 
131013 Providence Dev Inc 
131014 Providence Dev Inc 
131015 Providence Dev Inc 
131016 Provi 
131108 Provi 

131111 Providence Dev Inc#143 
131112 Providence Dev Inc#141 
131113 Provi ev Inc #142 
131114 Providence Dev Inc #140 
131115 Providence Dev Inc #46 
131116 Providence Dev Inc #45 

nce Dev Inc-Kelson PI 
nce Dev lnc-1486 Ver 

141082 U Angle - MV #7 
141091 The River Community Church 

(179.93) 
(181.91) 
(199.71) 
(309.25) 

(598.56) 
(355.20) 
(414.17) 
(302.36) 
(221.15) 
(191.48) 
(191.48) 

(2 2 7.57) 
(227.57) 
(251.31) 
(217.68) 
(3 13.24) 
(313.24) 
(295.72) 
(287.80) 
(295.83) 

(299.79) 
(287.92) 

(237.87) 
(237.87) 
(237.87) 
(237.88) 
(237.88) 
(237.88) 
(237.88) 
(273.27) 
(281.18) 
(413.87) 

(2,343.10) 

1,353.64 
30.86 
54.00 
83.21 

83.21 
63.21 
49.17 
49.17 

585.80 
5 
5 
55.04 
67.31 
60.41 
60.41 
45.31 

10 
96.09 
81.65 
72.58 
83.47 
76.21 
81.65 
76.21 
68.95 
82.21 
52.32 
52.32 
52.32 
52.52 
52.52 

152 

67.52 
45.02 
55.52 
97.53 

810.32 

108.04 

64.56 
811.55 

129.45 
.01 
.59 

212.24 
55.78 
55.78 
55.78 

.51 
105.78 
121.16 

68.82 
68.82 

109.21 
109.17 
86.39 
86.39 
76.52 
76.52 
58.74 
58.74 
58.74 

107.42 
107.42 

59.62 
59.62 
59.62 
95.25 
95.25 

35.99 
142.89 
142.80 
128.21 

1,3 2 2.84 

306.69 
307.45 
314.20 
212.95 

646.53 
553.66 
654.37 
741.58 
236.67 
230.05 
230.05 

1,788.33 
463.56 
528.45 
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290.31 
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301.72 
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434.55 
434.55 
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302.84 
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588.12 
734.67 
134.51 
143.52 
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1,558.65 
408.51 
488.78 
488.78 
644.96 

397.02 

273.33 
273.31 
152.76 
144.09 
81.16 
79.58 

.82 

.46 
301.87 

175.79 
175.79 
344.45 
344.44 
344.44 
344.44 
65.60 

515.13 
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422.13 
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.33 

.33 
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A. 

INTRODUCTION 

Mr. Gray, are you the same Kirk Gray who sponsored direct testimony in this 

docket for Graham County Electric Cooperative, Inc. (“GCEC” or the 

uCooperative”)? 

Yes, I am. 

Have you reviewed the Staff Report filed in this docket on November 6,2015? 

Yes, I have. GCEC appreciates Staff‘s thorough review and analysis of the 

Cooperative’s Application and approval recommendation, My testimony below responds 

to a few issues raised in the StafYReport. 

CUSTOMER NOTICE 

The Staff Report notes that GCEC is obligated to confirm that notice was provided 

as required by the October 21, 2015 Procedural Order. Has the Cooperative 

complied with the notice requirement? 

Yes, we have. On November 6,2015, GCEC filed with Docket Control a Declaration of 

Mailing and an Affidavit of Publication. The Declaration confirmed the Cooperative’s 

mailing of the legal notice to customers in the SafTord Service Area (“SSA”) on October 30, 

2015.’ The Affidavit confiied publication of the legal notice in the Eartern Arizona 

Courier, a newspaper of general circulation in Safford, on October 3 1,201 5. In the mailing 

to its SSA customers, GCEC also included a separate notice providing some additional 

The Staff Report also refers to notice to owners of large, undevelbped parcels of land located within the SSA. The 1 

requirement to provide such notice was included in a prior procedural order, dated August 3 1,2009. The October 
2 1,201 5 Procedural Order - related to GCEC’s currently-pending Application - does not include that requirement. 

1 
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Q. 

A. 

Q9 

A. 

detail regarding how the transfer to Safford will be accomplished. Finally, per the 

Procedural Order, the Cooperative has posted the legal notice on its website at 

http://www.azgcec .coop/. 

STAFF RECOMMENDATIONS 

The Staff Report includes six recommendations. Does GCEC have any response to 

Staff's recommendations? 

Yes. GCEC agrees with Staffs recommendations, with minor clarifications to the fourth 

and sixth recommendations. 

What clarification does GCEC have to Staffs fourth recommendation? 

The recommendation proposes that the Cooperative supplement the record with 

documentation showing the final purchase price, an updated list of affected customers, and 

an updated list of the facilities within the SSA to be transferred to Safford. Staff proposes 

that GCEC file this documentation within seven days after the hearing in this Docket, which 

is scheduled for November 16,2015. GCEC is willing to supplement the record with the 

requested information, but wants to clarifL that the purchase price and lists that would be 

filed within the proposed deadline will not necessarily provide the "final" purchase price or 

a "final" list of customer locations or facilities to be transferred. This is because the Final 

Transfer is not scheduled to occur until January 4, 2016 and, as described in my direct 

testimony, additional customers and facilities may be added between the date of the hearing 

and the date of transfer. For this reason, GCEC has requested that the Commission's Order 

2 
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A. 

Q. 

A. 

include authorization to transfer to Safford the facilities identified on the lists as well as any 

facilities that GCEC may construct within the SSA prior to the Final Transfer. 

And what about Staffs sixth recommendation? 

Staffs sixth recornendation proposes that GCEC file all pertinent documents evidencing 

the consummation of the transaction no later than 30 days after the effective date of the 

transaction. The Cooperative does not object to confirming the consummation of the 

transaction, but proposes that the filing be limited to a bill of sale or similar document 

confirming receipt of final payment along with the final list of the facilities within the SSA 

transferred to Safford. GCEC believes that this documentation will provide sufficient 

evidence and a clear record of the consummation of the transaction. 

Does this conclude your response testimony? 

Yes, it does. 

3 
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City of Safford 

Confidentiality Policy 

"The City of Safford has the following practice concerning the disclosure of customer-specific 
information to third parties, Customer-specific information, such as that collected and used by the Uty 
of afford for the detetmination of d i t  nting and secutity deposit at the time of new service 
connection, is not releasled without specific prior W e n  customer authorization unless the information 
is requested by a law enforecment agency, is rquired for legitimate account collection activities, or io 
necessary to provide safe and reliable servke to the customer. In addition, the city of safford has a 
fonnal policy concemlnQI the prevention and identification of klentity theft with respect to its 
customen." 

Horatio Skeete, City Manager 



Utilities Division 

Date: November 6,2015 

RE: STAFF REPORT FOR THE APPLICATION OF GRAHAM COUNTY 
ELECTRIC COOPERATIVE, INC. TO AMEND ITS CERTIFICATE OF 
CONVENIENCE AND NECESSITY AND TO TRANSFER CERTAIN OF ITS 
ASSETS TO THE CITY OF SAFFORD. (DOCKET NO. E-01749A-09-0185) 

Attached is the Staff Report for the application of Graham County Electric Cooperative, 
Inc. for the Arizona Corporation Commission authoriq to transfer certain of its assets to the City of 
Safford and to amend its Certificate of Convenience & Necessity in relation thereto. Staff 
recommends approval. 

TMB:BNC:red\MAS 

Origmator: Blessing Chukwu 
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EXECUTIVE SUMMARY 
GRAHAM COUNTY ELECTRIC COOPERATIVE, INC. 

DOCKET NO. E-01749A-09-0185 

On October 1, 2015, Graham County Electric Cooperative, Inc. (“Graham” or 
“Cooperative”) filed an application the Arizona Corporation Commission (“Commission7’) to delete 
the Safford Service Area (“SSA’’) and transfer related assets to the City of Safford (“Safford” or 
“City”), and requested expedited consideration in order to obtain Commission consideration of the 
request to complete the transfer by December 31,2015. 

Graham is a nonprofit electric distribution cooperative, certificated by the Commission in 
Decision No. 33006, dated April 6, 1961, to operate and maintah an electrical system in most areas 
of Graham County. The Cooperative serves areas located south and east of the San Carlos Apache 
Indian Reservation, but excludes areas within the corporate boundaries of the City and the Town of 
Thatcher. Graham currently serves approximately 6,500 members through rates and charges that 
were approved by the Commission in Decision No. 70289, dated April 24,2008. 

The City is a municipal corporation that operates electric distribution systems within and 
outside its corporate boundaries. 

Prior to 1946, the Arizona General Utilities Company (“AGU”) was the sole provider of 
electric service within Graham County. In 1946, Graham, Safford and the Town of Thatcher 
(‘Thatcher”) jointly acquired the assets of AGU. On January 22, 1946, Graham, Safford and 
Thatcher entered into a joint contract (“the 1946 Agreement”) whereby Safford and Thatcher 
acquired the assets within th& respective boundaries while Graham purchased the remaining assets. 

In 2009, Graham and the City entered into a Territorial Settlement Agreement (“TSA”), in 
an attempt to fully resolve all issues surrounding service rights and obhgations with the common 
service area. The TSA provides for Graham to serve the Walmart Property and load (‘Walmatz’.) 
through December 31,2012. Effective January 1,2013, the Cooperative was required to transfer the 
Walmart as well as the facilities for serving the load to Safford. In exchange, Graham assumed the 
right and responsibility for serving the Safford Municipal Aqort. Also, the City swapped its 
dstribution facilities for serving the M o r t  to Graham, in a quid pro quo transaction. In addition, 
the TSA delineated a geographic area, known as the Safford Service Area, which with certain 
exceptions, is the area Safford has the right to serve under the terms of TSA. The TSA also 
authorizes Graham to continue to serve its existing customers within the redefined SSA, from 
January 1, 2009 through December 31, 2015. Further, the TSA permits Graham to sign-on new 
customers during the intervening period, only when the City does not have the facilities to serve the 
new customer, at the time of requesting service. Further, the TSA requires Graham to file a new 
application, no later than January 15, 2015, for Commission authority to transfer to the City, its 
customers and facilities within the SSA, effective January 1,2016. The instant application was filed 
in order to complete the final transfer. 

In this application, Graham requests the following approvals: (1) that the portions of the 
SSA excluded from Decision No. 71471 be deleted horn the Cooperative’s Certificate of 
Convenience and Necessity (“CC&N”); (2) that Graham be authorized to transfer to Safford all 
distribution assets used to serve the load within the SSA; (3) that Graham be authorized to transfer 

E-01749A-09-0185 



customer-specdic information to Safford; and (4) that these approvals be granted prior to December 
31,2015, which is the Final Transfer Date identified in the TSA. 

Staff has reviewed Graham’s application and determined that (i) the City is capable of 
operating the electrical assets that will be transferred and of providing safe and reliable service to the 
customers being transferred from Graham; (ii) the City is ready, willing and able to provide service 
in the SSA and has taken steps to ensure that the same quality of service would be provided to the 
customers within the SSA who have been receiving electric service from Graham, (iii) no detrimental 
impact to service reliability will occur as a result of the transfer; (iv) Graham is still obhgated to 
confirm via a certificate that the affected customers were given notice and informed of the hearing 
in this matter; opportunity to be heard; (v) the proposed modikation of CC&N and transfer of 
assets is in the public interest; and (vi) the transfer of customer-spec& information from Graham 
to the City is necessary to effectuate the transfer and would best serve the public interest. 

Based on these factors, Staff recommends the following 

That the Commission grant Graham’s request to delete from the Cooperative’s 
CC&N the portions of the SSA excluded from Decision No. 71471. 

That the Commission approve Graham’s request to transfer to Safford all 
distribution assets used to serve the load within the SSA. 

That the Commission grant Graham’s request to transfer customer-specific 
information to Safford. 

That the Commission require Graham to file with Docket Control, within seven (7) 
days after the hearing in this Docket, late-fled exhibits consisting of a 
documentation showing the final purchase price, an updated list of affected 
customers and an updated list of the facilities within the SSA to be transferred to the 
City. 

That Graham be authorized to engage in any transactions and to execute or cause to 
be executed any documents so as to effectuate the authoxizations requested with the 
application. 

That Graham be required to fle all pertinent documents evidencing the 
consummation of this transaction, no longer than 30 days from the effective date of 
transaction. 

E-01749A-09-0185 
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BACKGROUND 

On January 26, 2010, the Arizona Corporation Commission (“ACC” or “Commission”) 
issued Decision No. 71471 which approved Graham County Electric Cooperative, Inc. (“Graham” 
or “Cooperative” or “GCEC”) application to modify its Certificate of Convenience and Necessitg 
(“CC8N’) and to transfer certain assets to the City of Safford (“Safford” or “City,’) as part of a 
comprehensive Territorial Settlement Agreement (“TSA”) between Graham and Safford. The TSA 
called for a multi-year transition period under which the final transfer of the Safford Service Area 
(“SSA”) and the related assets would not occur until Jan- 1,2016. Decision No. 71471 required 
Graham to file another application with the Commission by January 15,2015. 

On January 14, 2015, Graham filed, as a compliance item, a request to delete the remaining 
portions of the SSA from its CC&N and for approval of the asset transfer, but did not idenufy the 
hling as an “application”. 

On October 1, 2015, Graham filed an Application to Delete the Safford Service Area and 
Transfer Related Assets, and requested expedited consideration in order to obtain Commission 
consideration of the request to complete the transfer by December 31,2015. 

On October 14, 2015, the Commission’s Utihties Division (“Staff’) filed a Request for 
Expedited Procedural Conference. Staff and Graham submitted a proposed schedule that would 
provide for an expedited procedural schedule and hearing. 

On October 21, 2015, by procedural order, the hearing on the merits is set for November 
16,2015. 

THE TRANSACTION 

Graham is a non-profit, electric distribution cooperative certificated by the Commission in 
Decision No. 33006, dated April 6, 1961, to operate and maintain an electrical system in most areas 
of Graham County. The Cooperative serves areas located south and east of the San Carlos Apache 
Indian Reservation, but excludes areas within the corporate boundaries of the City and the Town of 
Thatcher. Graham currently serves approximately 6,500 members through rates and charges that 
were approved by the Commission in Decision No. 70289, dated April 24, 2008. According to 
Graham’s 2014 Annual Report, the Cooperative has 9,206 active meters. 

The City is a municipal corporation that operates electric distribution systems within and 
outside its corporate boundaries. 

Effective January 1, 2009, Graham and the City entered into a Territorial Settlement 
Agreement, in an attempt to fully resolve all issues surrounding service rights and obhgations with 
the common service area. The TSA provides for Graham to serve the Walmart Property and load 
(‘Walmart’3 through December 31, 2012. Effective January 1,2013, the Cooperative was required 
to transfer the Walmart as well as the facilities for serving the load to Safford. In exchange, Graham 
assumed the right and responsibility for serving the Safford Municipal b o a .  Also, the City 
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swapped its distribution facilities for serving the Arrport to Graham, in a quid pro quo transaction. 
In addition, the TSA delineated a geographic area, known as the Safford Service Area, which with 
certain exceptions, is the area Safford has the right to serve under the terms of TSA. The TSA also 
authorizes Graham to continue to serve its exisling customers within the redefined SSA, from 
January 1, 2009 through December 31, 2015. Further, the TSA permits Graham to sign-on new 
customers during the intervening period, only when the City does not have the facilities to serve the 
new customer, at the lime of requesting service. Further, the TSA requires Graham to file a new 
application, no later than January 15, 2015, for Commission authority to transfer to the City, its 
customers and facilities within the SSA, effective January 1,2016. Following notice and hearing, the 
Commission approved the TSA in Decision No. 71471, issued on January 26, 2010. Under that 
Decision and the TSA, Graham continued to serve its exisung customers in the SSA until January 1, 
2016. 

On October 1,2015, pursuant to Decision No. 71471 and the TSA, Graham fled the instant 
application with the Commission to effect the final transfer of the service temtory and the related 
assets from Graham to the City. 

As shown on Exhibit 3, attached to Graham’s current application, Graham has provided a 
list of its current customers within the SSA. As of October 1, 2015, Graham has a total of 778 
electric meters and 600 customers in the SSA. In testimony, Graham witness Kirk Gray states that 
this number may change before the final transfer because there are active developments within the 
SSA that were excluded horn Decision No. 71471 and therefore are cutrently within Graham’s 
CC&N service territory. Mr. Gray anticipates that Graham may add as many as 12 new customers 
before the final transfer. 

Graham witness Kirk Gray presents several documents in his testimony in support of the 
application. Exhibits KG-2 and KG-3 to a. Gray’s testimony are the inventory of the facilities 
serving existing customers and to be transferred to Stafford in 2016. In Exhibit KG-2, the list of 
facilities that were in place as of January 1, 2009, the Cooperative identified the assets, the related 
sales price and the net book value. In Exhibit KG-3, the list of facilities added after January 1,2009, 
the Cooperative, instead of identifymg the assets, identified the work orders per customer and the 
related matenal, labor and overhead costs. The purchase price of the facilities serving the existing 
load will be the sum of (i) an amount equal to the replacement cost less depreciation, but in no event 
less than $950,000 or greater than $1,250,000; plus (ii) the cost of any new facilities GCEC installs 
after January 1, 2009 (the effective date of the Territorial Settlement Agreement). The total 
purchase price is not yet known. Graham witness estimates that the final purchase price will be in 
the $975,000 range. In testimony, Mr. Gray states that the number of facilities may also increase, for 
the same reasons that the number of customers within the SSA may increase prior to the final 
transfer. The 6nal purchase price will be revised to incorporate cost data for facilities installed in 
September 2015 and over the next few months before the hnal transfer. 

Upon Commission approval of this application, Safford would become the sole provider of 
electric service with the SSA. It is Staffs understanding that the transaction will be consummated in 
as seamless a manner as possible, with the objective of ensuring continuity and quality of electric 
service to all of the affected customers. 

E-01 749A-09-0185 
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Staff recommends that Graham be required to file with Docket Control, within seven (7) 
days after the heaxing in this Docket, late-filed exhibits consisting of a documentation showing the 
final purchase price, an updated list of affected customers and an updated list of the facilities within 
the SSA to be transferred to the City. 

RATES AND TERMS OF SERVICE 

The City’s rates and charges are consistent with Graham’s and in some cases lower than 
Graham’s. The City7s charges are %her than Graham’s for new or additional service connection, 
reconnects after regular business hours, returned check fee, security hghting monthly minimum 
charge, late payment charge and purchased power adjustment. Attachment G is a comparative 
analysis of the rates and tenns of service of Graham and Safford. 

The City will NOT charge the affected customers the service connection charge of $25.00. 

CUSTOMER SECURITY DEPOSITS 

Graham holds customer security deposits for some of the customers who will be transferred 
to Safford. Graham plans to refund the deposits to the customers as credits on their final bills. 
Where the deposit amount exceeds the final bill amount, Graham will refund the remaining balance 
via check to the customer directly. 

LINE EXTENSION AGREEMENTS 

Gd-~am does not have any line extension agreements in the SSA boundaries, so there are no 
refund arrangements to address in the transfer to Safford. 

CONSUMER SERVICE ISSUES 

Staffs inquiry conhrmed that Graham was in good standing wit41 the Corporation Division 
of the Commission. 

A search of Consumer Services database from 2012 through October 27,2015, indicates that 
the Graham had eight (8) complaints. The complaints relate primarily to billing and service issues. 
The complaints have been fully resolved and closed. 

ACC COMPLIANCE 

A check of the Commission’s Compliance Section database dated November 6, 2015, 
indicated that Graham had no delinquent ACC compliance items. 

Graham has filed its 2014 ACC Utility Division Annual Report. 

E-01749A-09-0185 
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SPECIAL SERVICE PROGRAMS 

Graham has approved Net Metering Tariff, Renewable Energy Standard Tariff and Energy 
Efficiency Plan on file. The Energy Efficiency Plan includes RefbgeratorlFreezer Appliance 
Recycling Program, Residential Compact Fluorescent Lamps (“CFL”) l3ghting Program, Residential 
Low Income Weatherization Program, and Customer Energy Efficiency Program. 

So that the transferred customers are not deprived of the benefits of those policies or 
programs, the Commission ordered Graham, in Dedsion No. 71471, to file with the Commission, 
no later than January 15,2015, after consultation with the City, a report detailing the progress that 
has been made by the City toward developing renewable energy, net metering, energy efficiency and 
low income assistance policies that approximate the programs that are currently available to 
customers of Graham. Attachment E is Graham’s Report on City of Safford Renewable Energy, 
Net Metering, Energy Efficiency and Low-Income Assistance Programs. 

STAFF ANALYSIS OF THE CC&N DELETION AND ASSET TRANSFER 
APPLICATION 

In any CC&N related proceeding, Staff is charged with reviewing the evidence submitted by 
an applicant to make a recommendation to the Commission based upon the facts contained in the 
application and any responses to the application by interested and/or affected parties. The issues in 
this proceeding is whether the City is capable of operating the electrical assets that will be 
ttansferred and of providing safe and reliable service to the customers, whether the City is willing, 
ready and able to serve in the Safford Service Area, whether the affected customers were given a 
Notice of the application and/or hearing on the merits and whether the transaction is in the public 
interest. 

Attachment B includes maps that reflect the boundaries of Graham’s CC&N; reflect the 
portions of Graham‘s CC&N within the SSA that will be transferred to the City; and identify any 
other regulated electric utilities in the vicinity. 

During its review, Staff issued informal data requests to Graham’. In evaluating the relief 
requested by Graham, Staff examined four issues: (i) whether the City is capable of operating the 
elecmcal assets that will be transferred and of providmg safe and reliable service to the customers, 
(ii) whether the City is wdhng, ready and able to serve in the Safford Service Area; (iii) whether the 
Customers were given notice and informed to the hearing in this matter; and (iv) whether the 
transaction is in the public interest. 

A. Is the Cip capable of operating the electrical assets that will be transferred and ofpmviding s@e and reliabh 
smke to the customers? 

The City is a municipal corporation that operates electric distribution systems within and 
outside its corporate boundaries. Prior to 1946, the Arizona General Utilities Company (‘AGU”) 

* Determined to be the most expeditious way to handle data requests due to the time constraints involved. 
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was the sole provider of electric service in Graham County. In 1946, GCEC, Safford and the Town 
of Thatcher (“Thatcher”) jointly acquired the assets of AGU. On January 22,1946, GCEC, Safford 
and Thatcher entered into a joint contract (the “1946 Agreement”) whereby Safford and Thatcher 
acquired the AGU assets within their respective boundaries, and GCEC acquired the remaining 
assets. The City has been providing electric service since and currently serves approximately 4,000 
customers within and outside its boundaries. Graham has a total of 778 electric meters in the SSA 
and anticipates that Graham may add as many as 12 new customers/meters in the SSA before the 
hnal transfer. 

Attachment F is the Staff Report that was filed on October 19, 2009, in this docket, 
documenting the results of Staffs review of the initial application filed in April 2009 by Graham. 
An inspection was conducted in April 2009 of the W h a r t  Supercenter and the Awport facilities 
which were to be transferred on December 31, 2012. Staff also observed the distribution fadties 
that would be transferred to Safford on January 1,201 6. 

Attachment A is Staffs 2015 Engineering Report documenting Staffs Review of the Electric 
Facilities. The report indicates that on October 15, 2015, Staff received responses to informal data 
requests about changes to the Graham and Safford distribution systems since the issuance of 
Decision No. 71471. Through Graham legal counsel, Cooperative Staff confmned that the transfer 
of Walmart and Auport facilities was accomplished in January 2013 as planned and that there were 
no problems associated with the transfer, nor have any problems been encountered since then. 

Staff concludes that the City is capable of operating the electrical assets that will be 
transferred and of providing safe and reliable service to the customers being transferred from 
Graham. 

B. Is the Cis Ready, Wiling, and Able to sem in the Sa$ord Service Area? 

Attachment A, the Staffs Engineering Report, indicates that in response to a question about 
changes to either the GCEC or Safford distribution systems since the Decision, GCEC staff 
outlined several changes that were made pursuant to a Wheeling and Transmission Agreement 
(“Agreement”) between the two entities to increase reliability. Safford upgraded its substation and 
the 69 kV transmission switching capability to facilitate a 69 kV double circuit into the substation. A 
new 69 kV double circuit transmission line was built to provide a loop feed for reliability purposes 
and a primary distribution line was upgraded to handle the load. Under the terms of the Agreement, 
GCEC will own and operate the ttansmission line and Safford will own and operate the distribution 
line. In addition, Safford and GCEC have completed all necessary infrastructure and system 
upgrades to ensure that the customers transferred to Safford will receive the same quality of service. 

Staff concludes that the City is ready, willing and able to provide service in the SSA. The 
City has taken steps to ensure that the same quality of service would be provided to the customers 
within the SSA who have been receiving electric service from Graham. Staff also concludes that no 
detrimental impact to service reliability will occur as a result of the transfer. 
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C. Notice 

In any CC&N proceeding, notice is paramount to ensure that affected parties (landowners, 
customers, municipalities, counties, and/or other providers in the vicinity) have an opportunity to be 
heard. The burden of providing notice of an application generally falls on the applicant. 

Per Graham, on October 31,2015, it published a public notice of heating for this application 
in the Eastem Abqonu Courier, a newspaper of general &dation within and around its service 
temtory. On October 30,2015, it mailed the same public notice of hearing, and an additional notice 
which explains how the transfer will be physically accomplished were mailed to all customers of 
record as well as 20 property owners holding 40-acres or larger parcels of undeveloped land, within 
the SSA. 

Per a Procedural Order issued October 21,2015, Graham is directed to file certifications of 
mailing and publication of the hearing as soon as practical able after they have been completed. 

Staff concludes that Graham is still oblqpted to c o n h  via a certificate that the affected 
customers were given notice and informed of the hearing in this matter. 

D. Pubkc Interest 

Decision No. 71471 approved Graham’s application to modify its CC&N and to transfer 
certain assets to the City as part of a comprehensive Territorial Settlement Agreement between 
Graham and Safford. The TSA, approved in Decision No. 71471, called for a multi-year transition 
period under which the hal transfer of the Safford Service Area and the related assets would not 
occur until January 1, 2016. Decision No. 71471 and the TSA required Graham to hle another 
application with the Commission by January 15,2015. The instant application was filed in order to 
complete the final transfer. 

The Commission found that “the TSA was in the public interestyy, hence, it was approved. 
The parties has the burden of proof of demonstrating the proposed modification of the CC&N and 
the transfer of assets is in the public interest. The six-year lengthy ttansition period allowed Graham 
and the City time to implement the requirements of the TSA, including to prepare for the h a 1  
transfer. With the hal transfer, Graham will resolve all territorial disputes, will retain the wheeling 
revenues fiom the City and will be protected fiom the City using its power of condemnation to 
acquire Graham’s assets. The City has the capability and qualdications to provide the relevant 
service and is w i h g  and able to provide the service at a reasonable rate to the consumers. 

Staff concludes that the proposed modification of CC&N and transfer of assets is in the 
public interest. 

Graham requests it be authorized to transfer customer-specific information to the City. 
Customer information, account information and related proprietary information are confidential 
unless specifically waived by the customer in writing. Attachment D is the City’s Confidentiality 
Policy. 
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Staff concludes that the transfer of customer-specific information from Graham to the City 
is necessary to effectuate the transfer and would best serve the public interest. 

Graham requests that the approvals of its requested relief be granted prior to December 31, 
2015, which is the Final Transfer Date identified in the TSA. 

E. C0nch~on.f 

Based on the information provided in this docket and from Staffs review of other available 
materials regarding Graham, Staff concludes that (i) the City is capable of operating the electrical 
assets that will be transferred and of providq safe and reliable service to the customers being 
transferred from Graham; (ii) the City is ready, willing and able to provide service in the SSA and 
has taken steps to ensure that the same quality of service would be provided to the customers within 
the SSA who have been receiving electric service from Graham; (iii) no detrimental impact to service 
reliability will occur as a result of the transfer; (iv) Graham is still obllgated to confirm via a 
certificate that the affected customers were given notice and informed of the hearing in this matter; 
(v) the proposed modification of CC&N and transfer of assets is in the public interest; and (vi) the 
transfer of customer-specific information from Graham to the City is necessary to effectuate the 
transfer and would best serve the public interest. 

RECOMMENDATIONS 

Staff recommends the following 

That the Commission grant Gm-am’s request to delete from the Cooperative’s 
CC&N the portions of the SSA excluded from Decision No. 71471. 

That the Commission approve Graham’s request to transfer to Safford all 
distribution assets used to serve the load within the SSA. 

That the Commission grant Graham’s request to transfer customer-specific 
information to Safford. 

That the Commission require Graham to file with Docket Control, within seven (7) 
days after the hearing in this Docket, late-filed exhibits consisting of a 
documentation showing the final purchase price, an updated list of affected 
customers and an updated list of the facilities within the SSA to be transferred to the 
City. 

That Graham be authorized to engage in any transactions and to execute or cause to 
be executed any documents so as to effectuate the authorizations requested with the 
application. 

E-01749A-09-0185 
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(6) That Graham be required to hle all pertinent documents evidencing the 
consummation of this transaction, no longer than 30 days from the effective date of 
transaction. 
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ATTACHMENT A 

TO: Blessing Chukwu 
Executive Consultant 
Utilities Division 

FROM: Margaret (Toby) Li 
Consultant 
Utilities Division 

THRU: DelSmith 
ChiefofEnginee g 
Utilities Division 

DATE: October 14,2015 

RE: ENGINEERING REPORT FOR APPLICATION TO DELETE THE 
SAFFORD SERVICE AREA AND TRANSFER RELATED ASSETS (DOCKET 
NO. E-01749A-09-0185) 

On January 26, 2010, the Arizona Corporation Commission (“Commi~sion’~) issued 
Decision No. 71471 (‘Decision’’) approving the application of Graham County Electtic 
Cooperative, Inc. (“GCEC” or the “Cooperative”) to m o w  the Cooperative’s Cedca te  of 
Convenience and Necessity (WXN“) to transfer certain assets to the City of Safford (“Safford”) as 
paq of a comprehensive Territorial Settlement Agreement (the “TSA”) between GCEC and Safford. 
Because the “SA called for a multi-year transition period pursuant to which the final transfer of the 
Safford Service Area (“SSA”) and related assets would not occur until January 1,2016, the Decision 
required GCEC to file another application with the Commission no later than January 15,2015. 

On January 14, 2015, GCEC filed an application requesting deletion of the remaining 
portions of the SSA from its CC&N service area and approval of the asset transfer. It has recently 
been determined that the application filed in January was incorrectly identified as a compliance f h g  
and has not yet been analyzed. The Cooperative therefore filed a subsequent application on 
October 1,2015 (“Application”) in whch it requested that the Commission (1) delete from GCEC’s 
CC&N the portions of the SSA not already deleted by the Commission’s prior Decision and (2) 
authorize the Cooperative’s transfer to Safford of all distribution assets used to serve the load within 
the SSA. Additionally, the Application requests that GCEC be allowed to transfer customer-specific 
information to Safford so that the transfer can be as seamless as possible for the customers 
involved. Finally, in order to facilitate the h a l  transfer under the TSA by December 31, 2015, 
GCEC respectfully requests expedited consideration and approval of this Application no later than 
the Commission’s December 2015 Open Meeting. 

Background 

GCEC is a non-profit electric distribution cooperative whch received its CC&N in 1961. 
The Cooperative serves areas located south and east of the San Carlos Apache Indian Reservation, 



excludmg locations currently served by Safford and the Town of Thatcher. Safford is a municipal 
corporation of the State of Arizona that operates an electric distribution system both within and 
outside of its corporate limits. 

Since 1946, GCEC and Safford have been parties to an agreement that has been the subject 
of substantial dispute, including litigation over the effect of Safford’s annexation of areas within the 
Cooperative’s CC&N service territory. In an attempt to resolve ambiguities created by the prior 
agreement and prevent future disputes, GCEC and Safford entered into the TSA in December 2008. 

The TSA clarifies each party’s electric service rights and responsibilities w i b  the corporate 
limits of Safford beginning in January 2009 and establishes a procedure for addressing any territory 
expansion by Safford in the hture. With regard to service within the current corporate limits, the 
TSA identified the SSA territory and provides for a staged transfer of that territory from GCEC to 
Safford. Specifically, the parties agreed to the following timehe and division of service rights within 
the SSA, with the ultimate goal being the complete transfer of the SSA territory to Safford by 
January 2016: 

From January 2009 through December 2015, GCEC will continue to serve its 
existing customers in the SSA7 
From January 2009 through December 2015, Safford will continue to serve its 
existing customers and have the right to connect new customers in the SSA: 
From January 2009 through December 2012, GCEC will continue to serve the Wal- 
Mart Supercenter; 
On December 31, 2012, GCEC will transfer to Safford the Wal-Mart Supercenter 
load and related infrastructure and Safford will serve that area going forward, and 
concurrent with that transfer, Safford will transfer to GCEC the right to serve the 
Safford Municipal Putport properties (outside of the SSA); 
On December 31, 2015, GCEC will transfer to Safford all its remaining customers 
and elecmcal infrastructure within the SSA and Safford will serve that area going 
forward. 

1) 

2) 

3) 

4) 

5) 

In January 2010 the Commission entered its Decision concluding that the TSA was in the 
public interest and approving the TSA. In addition, the Decision also approved GCEC’s request to 
delete the SSA territory from the Cooperative’s CC&N, with the exception of the locations that 
were not scheduled to be transferred to Safford until January 2016. With regard to those locations 
as well as the transfer of the distribution assets needed to serve those locations, the Decision 
required future action by the Commission. The current Application requests that action. 

Staff’s Review of the Electric Facilities 

Commission Utilities Division Staff (“Staff?’) filed a report on October 19, 2009 
documenting the results of its review of the April 2009 application by GCEC. An inspection was 
made in April 2009 of the Walmart Supercenter and the pilrport facilities which were to be 
transfetred on December 31, 2012. Staff also observed the distribution facilities that would be 
transferred to Safford on January 1, 2016. The following conclusions and recommendation were 
made in that report: 

“Based on a field inspection of Graham’s electric facilities relative to the 
transfer of Walmart connection in 2013 and a general review of the distribution 



system in the Safford Area for transfer in 2016, including discussion with the GCEC 
Financial Manager Russ Barney, and with Dennis Kouts, Operational Specialist, Staff 
concludes that the transfer of assets in the Service Area to Safford is reasonable 
under the terms of the Application and is in the public interest Staff does not 
believe that a detrimental impact to service reliability will occur as a result of the 
transfer. That is because the Cooperative will reconfigure the system by 
disconnecting its feed into the current load center and let Safford connect the 
affected customers to its present distribution system. 

Therefore, based on Staffs aforementioned engineering review and 
inspection of the electric fadties to be transferred by GCEC to Safford, Staff 
recommends that the Cooperative’s Application to amend its CC&N and transfer 
certain facilities to Safford per the TSA be approved.”’ 

On October 15, 2015, Staff received responses to informal data requests about changes to 
the GCEC and Safford distribution systems since the Decision was issued2. Through GCEC legal 
counsel, Cooperative Staff confumed that the transfer of W a h r t  and Atrport facilities was 
accomplished in January, 2013 as planned and that there were no problems associated with the 
transfer, nor have any problems been encountered since then. In response to a question about 
changes to either the GCEC or Safford distribution systems since the Decision, GCEC staff 
outlined several changes that were made pursuant to a Wheelmg and Transmission Agreement 
C‘Agreement”) between the two entities to increase reliability. Safford upgraded its substation and 
the 69 kV transmission switching capability to facilitate a 69 kV double circuit into the substation. A 
new 69 kV double circuit transmission line was built to provide a loop feed for reliability purposes 
and a primary distribution line was upgraded to handle the load. Under the terms of the Agreement, 
GCEC will own and operate the transmission h e  and Safford will own and operate the distribution 
line. In addition, Safford and GCEC have completed all necessary infrastructure and system 
upgrades to ensure that the customers transferred to Safford will receive the same quality of service. 

Conclusions and Recommendations 

Based on both the engineering work that was done in support of the onpa l  application as 
well as a review of the Agreement and of the responses to data requests about system changes that 
have occurred since the Decision, Staff has the following conclusions and recommendations: 

1) 

2) 
3) 

The transfer of assets in the SSA to Safford is reasonable under the terms of the 
Application and is in the public interest. 
No detrimental impact to service reliability will occur as a result of the transfer. 
The Cooperative’s Application to amend its CC&N and transfer certain facilities to 
Safford per the TSA should be approved. 

Staff Memorandum, Prem Bahl to Alex Igwe, dated October 19,2009, Docket No. E-01345A-08-0426. 
Determined to be the most expeditious way to handle data requests due to the time constraints involved. 



TO: 

FROM: 

THRU: 

DATE: 

RE: 

Blessing Chukwu 
Executive Consultant 
Utilities Division 

Lori H. Miller 

Del Smith 

Utilities Division 

October 13,2015 

GRAHAM COUNTY ELECTRIC COOPERATIVE, N C .  - APPLICATION TO 
DELETE SAFFORD SERVICE AREA (DOCKET NO. E-O1749A-09-0185) 

The area requested by Graham County Electric Cooperative for a partial deletion of its 
CC&N has been plotted with no complications using the legal description provided with the 
application (a copy of which is attached). 

Attached is a copy of the map and the legal description for your files. 

Attachments 

cc: Ms. Jennifer A. Cranston 
Ms. Margaret “Toby” Little 
Ms. Deb Person (Hand Carried) 
File 
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EXHIBIT "A" 

SERVICE BOUNDARY DESCRIPTION: 

A boundary description for the Municipal Electric Utility Service Area of the City of 
Safford, Arizona, encompassing all or portions of Sections 5,6,7,8,9,16, 17, 18, 19,20, 
29, 30, Township 7 South, Range 26 East AND Sections 12, 13, 24, Township 7 South, 
Range 25 East, all of GiIa and Salt River Meridian, Graham County, Arizona, said 
boundary being more particularly described as follows; 

COMMENCING at the Northwest comer of said Section 6; 

Thence South 00" 02' 48" West, along the West line of said Section 6, a distance of 
2,239.79 feet to a point of intersection of said West line and the approximate centerline of 
the Gila River being a curve concave to the Northeast and the POINT OF BEGINNING 
of said boundary; 

Thence Southeasterly along said Gila River approximate centerline, being a curve to the 
left, having a chord bearing of South 66" 56' 09" East, a distance of 6,564.66 feet, a 
radius of 10,856.29 feet, and a central angle of 35" 11' 49" for an arc distance of 6,669.03 
feet; 

Thence continue along said centerline South 82" 37' 14" East, a distance of 4,534.80 feet 
to a point of curvature of a curve concave to the Southwest; 

Thence Southeasterly along said centerline, dong said curve to the right, having a chord 
bearing of South 56" 44' 25" East, a distance of 4,543.12 feet, a radius of 5,508.17 feet, 
and a central angle of 48" 42' 40" for an arc djstance of 4,682.88 feet to the northeast 
comer of the current City of Safford City Limit boundary, and the Center-East Sixteenth 
Corner of said Section 9; 

Thence leaving said Gila River centerline, South 00" 02' 13" East, along the eastern City 
of Safford's City Limit boundary, being adjacent to the East Sixteenth line of said 
Sections 9 AND 16, a distance of 5,278.64 feet to a point of intersection with the Union 
Canal being the Center-East Sixteenth Corner of said Section 16; 
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EXHIBIT “A” 

Thence along said Union Canal, North 89” 38’ 26” West, along the East-West Mid- 
section line of said Sectionl6, a distance of 3,921.38 feet to the West Quarter Comer of 
said Section 16; 

Thence South 00” 15’ 29” West, along the East line of said Section 17 a distance of 
2,635.04 feet to the Southeast comer of said Section 17. 

Thence South 00” 14’ 30” East, along the East line of said Section 20, being adjacent to 
Weiker h e ,  a distance of 4,905.90 feet to a point of intersection with the approximate 
centerline of the Highline Canal; 

Thence along said Highline Canal approximate centerline the following tmenty-eight (28) 
courses: 

Thence North 75” 56’ 45” West, a distance of 68.33 feet to a point of curvature of a curve 
concave to the Southwest; 

Thence Northwesterly, aIong said curve to the left, having a chord bearing of North 79” 
33’ 45” West, a distance of 73.48 feet, a radius of 397.86 feet, and a central angle of 10” 
35’ 50” for an arc distance of 73.59 feet to a point of curvature of a curve concave to the 
Southwest; 

Thence Northwesterly, along said curve to the left, having a chord bearing of North 80” 
32’ 16” West, a distance of 75.19 feet, a radius of 3,328.84 feet, and a central angle of 
01” 17’ 39” for an arc distance of 75.19 feet to a point of curvature of a c w e  concave to 
the Southwest; 

Thence Northwesterly, along said curve to the left, having a chord bearing of North 81 
38’ 03” West, a distance of 163.39 feet, a radius of 1,186.43 feet, and a central angle of 
07” 53’ 47” for an arc distance of 163.51 feet to a point of curvature of a curve concave 
to the Northeast; 
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EXHIBIT “A” 

Thence Northwesterly, along said curve to the right, having a chord bearing of North 73” 
18’ 03” West, a distance of 59.56 feet, a radius of 248.98 feet, and a central angle of 13” 
44’ 24” for an arc distance of 59.71 feet to a point of curvature of a curve concave to the 
Southwest; 

Thence Northwesterly, along said curve to the left, having a chord bearing of North 67” 
15’ 30” West, a distance of 172.18 feet, a radius of 727.86 feet, and a central angle of 13’ 
35’ 07” for an arc distance of 172.58 feet to a point of curvature of a curve concave to the 
Northeast; 

Thence Northwesterly, along said curve to the right, having a chord bearing of North 62” 
56’ 58” West, a distance of 150.54 feet, a radius of 837.99 feet, and a central angle of 10” 
18’ 24” for an arc distance of 150.74 feet to a point of curvature of a curve concave to the 
Southwest; 

Thence Northwesterly, along said curve to the left, having a chord bearing of North 61” 
14’ 34” West, a distance of 88.94 feet, a radius of 364.17 feet, and a central angle of 14” 
01’ 41” for an arc distance of 89.16 feet to a pint  of curvature of a curve concave to the 
Northeast; 

Thence Northwesterly, along said curve to the right, having a chord bearing of North 59’ 
36’ 04” West, a distance of 82.68 feet, a radius of 160.87 feet, and a central angle of 29’ 
46‘ 58” for an arc distance of 83.62 feet to a point of curvature of a curve concave to the 
Southwest; 

Thence Northwesterly, along said curve to the left, having a chord bearing of North 46” 
35’ 02” West, 8 distance of 291.92 feet, a radius of 675.72 feet, and a central angle of 24” 
56’ 56” for an arc distance of 294.24 feet to a point of curvature of a curve concave to the 
Northeast; 
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EXHIBIT “A” 

Thence Northwesterly, along said curve to the right, having a chord bearing of North 50° 
06’ 45” West, a distance of 154.39 feet, a radius of 1,294.59 feet, and a central angle of 
06” 50’ 14” for an arc distance of 154.48 feet to a point of curvature of a curve concave 
to the Southwest; 

Thence Northwesterly, dong said curve to the left, having a chord bearing of North 85” 
53’ 24” West, a distance of 116.27 feet, a radius of 87.40 feet, and a central angle of 8 3 O  
23’ 24” for an arc distance of 127.21 feet; 

Thence South 39” 34’ 23” West, a distance of 197.30 feet to a point of curvature of a 
curve concave to the Northwest; 

Thence Southwesterly, along said curve to the right, having a chord bearing of South 64” 
17’ 24” West, a distance of 41.62 feet, a radius of 5 t .38 feet, and a central angle of 47” 
47’ 16” for an arc distance of 42.85 feet; 

Thence North 8 5 O  24’ 00” West, a distance of 60.61 feet to a point of curvature of a curve 
concave to the Northeast; 

Thence Northwesterly, along said curve to the right, having a chord bearing of North 36” 
38’ 44” West, a distance of 70.97 feet, a radius of 53.76 feet, and a central angle of 82” 
37’ 02” for an arc distance of 77.52 feet; 

Thence North 04O 42’ 28” East, a distance of 59.23 feet to a point of curvature of a curve 
concave to the Southwest; 

Thence Northwesterly, along said curve to the left, having a chord bearing of North 27” 
34’ 28” West, a distance of 70.51 feet, a radius of 104.10 feet, and a central angle of 39” 
35’ 27” for an arc distance of 71.93 feet to a point of curvature of a curve concave to the 
Southwest ; 
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Thence Northwesterly, along said curve to the left, having a chord bearing of North 57” 
05’ 41” West, a distance of 140.61 feet, a radius of 208.76 feet, and a central angle of 39” 
21’ 45” for an arc distance of 143.42 feet to a point of curvature of a curve concave to the 
Northeast; 

Thence Northwesterly, along said curve to the right, having a chord bearing of North 57” 
55’ 34” West, a distance of 61 -47 feet, a radius of 81.24 feet., and a central angle of 44” 
27’ 19” for an arc distance of 63.03 feet; 

Thence North 40” 12’ 21’’ West, a distance of 76.38 feet to a point of curvature of a curve 
concave to the Southwest; 

Thence Northwesterly, along said c w e  to the left, having a chord bearing of North 66” 
22’ 14” West., a distance of 60.64 feet, a radius of 66.96 feet, and a central angle of 53” 
50’ 39” for an arc distance of 62.93 feet to a point of curvature of a curve concave to the 
Northeast; 

Thence Northwesterly, along said curve to the right, having a chord bearing of North 85” 
06’ 53” West, a distance of 81.55 feet, a radius of 384.94 feet, and a central angle of 12” 
09’ 37” for an arc distance of 81.70 feet to a point of curvature of a curve concave to the 
Southwest; 

Thence Northwesterly, dong said curve to the left, having a chord bearing of North 85” 
27’ 18” West, a distance of 99.14 feet, a radius of 701.53 feet, and a central angle of 08” 
06’ 13” for an arc distance of 99.22 feet to a point of curvature of a curve concave to the 
Northeast; 

Thence Northwesterly, along said curve to the right, having a chord bearing of North 83” 
38’ 43” West, a distance of 112.93 feet, a radius of 483.08 feet, and a central angle of 13” 
25’ 3 1 ” for an arc distance of 1 13.19 feet to a point of curvature of a curve concave to the 
Southwest; 
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EXHIBIT “A” 

Thence Northwesterly, along said curve to the left, having a chord bearing of North 78” 
54’ 49” West, a distance of 161 -39 feet, a radius of 957.47 feet, and a central angle of 09” 
40’ 09” for an arc distance of 161 -58 feet to a point of curvature of a curve concave to the 
Northeast; 

Thence Northwesterly, along said curve to the right, having a chord bearing of North 80” 
10’ 51” West, a distance of 109.94 feet, a radius of 338.75 feet, and a central angle of 18” 
40’ 43” for an arc distance of 1 10.43 feet to a point of curvature of a curve concave to the 
southwest; 

Thence Northwesterly, along said curve to the left, having a chord bearing of North 74” 
30’ 26” West, a distance of 212.44 feet, a radius of 2,508.66 feet, and a central angle of 
04” 5 1 ’ 13” for an arc distance of 212.5 1 feet to a point of intersection of the Highiine 
Canal with the North-South Mid-section line of said Section 20; 

Thence leaving said Highline Canal, South 00” 03’ 08” East, along the North-South Mid- 
section line of said Sections 20 AND 29, being adjacent to Arizona State Highway 191, a 
distance of 1,802.19 feet to a point on the City of Sflord’s southern City Limit 
boundary; 

Thence along said southern City Limit boundary the following eighteen (1 8) courses: 

Thence South 89” 47’ 27” West, a distance of 202.49 feet; 

Thence South 00” 14’ OS” East, a distance of 199.51 feet; 

Thence South 89” 47’ 28” West, a distance of 198.50 feet; 

Thence South 00’ 14’ 12” East, a distance of 225.48 feet; 

Thence South 89” 47’ 30” West, a distance of 525.00 feet; 

Thence South 00” 14’ 10” East, a distance of 371.78 feet; 
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EXHIBIT “A” 

Thence South 89” 55’ 45” West, along the North Sixteenth line of said Section 29, a 
distance of 1,704.61 feet, 

Thence North OOp 07’ 49” West, along the West line of said Section 29, a distance of 
1,317.71 feet; 

Thence South 89” 47’ 18” West, along the South line of said Section 19, a distance of 
2,615.75 feet; 

Thence South 00” 17’ 29” East, a distance. of 8.88 fed; 

Thence North 89” 09’ 06” East, a distance of 164.12 feet; 

Thence South 80” 57’ 10” East, a distance of 1,577.26 feet; 

Thence South 41” 50’ 05” West, a distance of 1,426.59 feet; 

Thence South 89” 55’ 45” West, a distance of 110.00 feet; 

Thence South 00” 10’ 25” East, a distance of 1,322.07 feet; 

Thence South 89” 52’ 5 1 ” West, along the East-West Mid-section line of said Section 30. 
a distance of 1,927.1 1 feet; 

Thence North 00” 06’ 11” East, along the West Sixteenth line of said Section 30, a 
distance of 2,589.18 feet; 

Thence South 89” 47’ 5 8  West, a distance of 1,322.45 feet to a point of intersection of 
said southern City Limit boundary with the City of Safford’s western City Limit 
boundary; 
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EXHIBIT “A” 

Thence along said western City Limit boundary the foliowing thirteen (13) courses: 

Thence North OOo 02’ 56” East, being adjacent to Twentieth Avenue, a distance of 
3,742.22 feet; 

Thence North 65” 41’ 15” West, a distance of 1,839.19 feet; 

Thence South 82” 18’ 45” West, a distance of 924.50 feet; 

Thence North 00” 06’ 09” East, along the North-South Mid-section line of said Sections 
13 and 24, a distance of 4,917.39 feet; 

Thence South 89’ 52’ 59” East, along the North Sixteenth line of said Section 13, a 
distance of 2,634.80 feet; 

Thence North 00” 07’ 21” East, along the West line of said Sections 7 and 18, being 
adjacent to Twentieth Avenue, a distance of 3,011.82 feet to a point of intersection of 
said West line and the South Right-of-way line of Arizona State Highway 70 being a 
curve concave to the Northeast; 

Thence Northwesterly along said South Right-of-way line, along said curve to the right, 
having a chord bearing of North 52” 13’ 32” West, a distance of 612.03 feet, a radius of 
3,695.58 feet, and a central angle of 09” 29’ 59” for an arc distance of 612.73 feet; 

Thence leaving said South Right-of-way line, North 00” 25’ 52” East, a distance of 
1,864.49 feet; 

Thence North 73” 40’ 50” East, a distance of 44.93 feet; 

Thence North 79” 11’ 39” East, a distance of 106.30 feet; 

Thence North 86’ 49’ 49” East, a distance of 140.00 feet; 
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EXHIBIT “A” 

Thence South 89” 21’ 17” East., a distance of 184.00 feet; 

Thence North 00” 03’ 53” East, dong the West line of said Sections 7 and 18, a distance 
of 1,304.25 feet; 

Thence leaving said western City Limit boundary, North 00” 02’ 46“ East, along the 
West line of said Section 6 a distance of 2,962.02 feet to the POINT OF BEGINNING. 
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ATTACHMENT c 

M E M O R A N D U M  
Updated October 27,2015 

TO: Blessing Chukwu 
Executive Consultant 
Utilities Division 

FROM: Carmen Madrid 
Public Utility Consumer Analyst 
Utilities Division 

DATE: April 24,2009 - updated October 27,201 5 

RE: Graham County Electric Cooperative, Inc. 
Docket No. E-01749A-09-0185 

Graham County Electric Cooperative, Inc. has applied for amend its Certificate of 
Convenience and Necessity and to transfer certain of its assets to the City of Safford. 

Per information received from the Corporations Section of the Arizona 
Corporation Commission on October 27,201 5, this company is in good standing. 

In researching the Consumer Services database for complaints for this company, 
the following information was found; 

2012 One complaint -billing 
zero opinions 

20 13 One complaint - construction 
zero opinions 

2014 Two complaints - (1) billing, (1) deposit 
zero opinions 

201 5 Four complaints - (3) billing, (1) disconnect/termination 
zero opinions 

All complaints have been resolved and closed. 



ATTACHMENT D 

City of Safford 

Confidentiality Policy 

“The City of Sahrd has the following practice concerning the disclosure of customer-spedfic 
information to third parties. Customer-specifk information, such as that collected and used by the City 
of Sfford for the determination of credit rating and security deposit at the time of new servke 
connection, is not released without specific prior wtitten customer aut)lorization unless the information 
is requested by a law enftmement agency, it required for legitimate account collection activities, or is 
necessary to provide safe and reliable senrice to the customer. In addition, the City of afford has a 
formal policy concerning the prevention aml identl&ation of identity theft with respect to its 
&mea.” 

Horatio Skeete, City Manager 
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GRAHAM COUNTY ELECTRIC COOPERATIVE, INC. 
GRAHAM COUNTY UTILITIES, INC. 
9 West Center Street, P.O. Drawer B 

Pima, Arizona 85543 

Serving The Beautifur Gila V&y 
In Southeastern Arizona 

Telephone (928) 485-24SI 
F a  (928) 485-9491 

Report on City of Sdord  Renewable Energy, Net Metering, 
Energy Efficiency and Low-Income Assistance Programs 

In DecisionNo. 71471 dated January 26,2010, the Commission ordered Graham County Electric 
Cooperative, Inc. (“GCEC”) ‘‘after consultation with the City of Saf€ord, [to] file with the Commission a 
report detailing the progress that has been made by the City of Safford toward developing renewable 
energy, net metering, energy efficiency and low-income assistance policies that approximate the programs 
that are currently available to the customers of Graham County Electric Cooperative.” As instructed, 
GCEC has discussed these subject matters with City of SafSord (“Safford”) personnel and this is what we 
have been advised. 

Renewable En- / Net Metering, 

Saf€ord does not have in place at this time rebates or incentives for customers to install renewable 
devices. Safford does, however, have a Net Metering Policy in place that allows customers to receive and 
carry credits from month-to-month for electricity a customer generates in excess of hisiher usage. 

Enernv Efficiencv / Low-Income Assistance 

SafYord advises that it does not have any energy efficiency rebate programs currently in place. On 
low-income assistance, Safford sponsors the ”round up” program. Under this program, residents can 
choose to have their utility bill rounded up for a larger payment than the bill which is actually due. The 
difference is donated to a funding pool which goes towards assisting low-income individuals and senior 
citizens who need assistance with utility bill payments. 

Than W. Ashby 
Office Manager 
Graham County Electric Coope@ve, Inc. 

A Touchstone Energy’ Cooperative - 
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ATTACHMENT F 

P 

TO: Docket Control - *D 
FROM: Steven M. Olea ESt 

Director 
Utilities Division 

Date: October 19,2009 

RE: STAFF REPORT FOR THE APPLICATION OF GRAHAM C O W  
ELECTRIC COOPERATIVE, INC. TO AMEND ITS CERTIFICATE OF 
CONVENIENCE AND NECESSITY AND TO TRANSFER CERTAIN OF ITS 
ASSETS TO THE CITY OF SAFFORD. (DOCKET NO. E-01 749A-09-0185) 

Attached is the Staff Report for the application of Graham County Electric Cooperative, 
hc. for the Arizona Corporation Commission authority to transfer certain of its assets to the City 
of Safford and to amend its Certificate of Convenience & Necessity in relation thereto. Staff 
recommends approval. 

SM0:AII:red 

Originator: Alexander Ibhade Igwe, CPA 

Attachment: Original and 13 Copies 
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Service List for: Graham County Electric Cooperative, Inc. 
Docket No. E-01 749A69-0’185 

Mr. Michael M. Grant 
Gallagher 8z Kennedy, P. A. 
2575 East Camelback Road 
Phoenix, Arizona 885016-9225 
(Attorney for Energy West, Inc.) 

Mr. Jefiey C. Zimmennan 
Moyes, Sellers & Sims 
1850 North Cabal Avenue 
Suite 1 100 

(Attorney for the City of Safford) 
Phoenix, AZ 85004-4417 

Mr. Steven M. Olea 
Director, Utilities Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Ms. Janice Award 
Chief, Legal Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

Ms. Lyn Farmer 
Chief, Hearing Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 
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STAFF REPORT 
UTILITIES DMSION 

ARIZONA CORPORATION COMMISSION 

GRAHAM COUNTY ELECIWC COOPERATIVE, INC. 
DOCKET NO. E-01749A-09-0185 

APPLICATION FOR COMMISSION AUTHORITY TO AMEND ITS CERTlFICATE OF 
CONVENIENCE AND NECESSITY AND TO TRANSFER CERTAIN OF ITS ASSETS TO 

THE CITY OF SAFFORD. 

OCTOBER 19,2009 
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The Staff Report for Graham County Electric Cooperative, Inc,, Docket No E-01749-09-0185, 
was prepared by the Staff members shown below. Alexander lbhade Igwe was responsible for 
reviewing the application and performing pertinent financial analysis; Prem Bahl analyzed the 
engineering issues; and Carmen Madrid researched the Consumer Senrice issues in this 
proceeding. 
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EXECUTIVE SUMMARY 
GRAHAM COUNTY ELECTRIC COOPERATIVE, INC. 

DOCKET NO. E-01749A-09-0185 

On April 17, 2009, Graharn County Electric Cooperative, Inc. (Wraham” or 
“Cooperative”) filed an application With the Arizona Corporation Commission (“Commision”) 
for authorization to amend its Certificate of Convenience and Necessity (,,CC&N”) and to 
transfer certain of its assets to the City of SafEd (“Safford‘‘ or “City”). 

Graham is a non-profit electric distribution cooperative, certificated by the Commission 
in Decision No. 33006, dated April 6,1961, to operate and maintain an e1ectrical system in most 
areas of Graham Corn@. The Cooperative serves are.= Located south and east of the San Carlos 
Apache Indian Reservation, but excludes areas within the corporate boundaries of the City and 
the Town of Thatcher, Graham currently serves approximately 6,200 members through rates and 
charges that were approved by the Commission in Decision No. 70289, dated April 24,2008. 

The City of $afford (“Safford” or “City”) is a municipal corporation that operates electric 
distribution systems within and outside its corporate boundaries. 

Graham states that prior to 1946, the Arizona General Utilities Company (“AGU”) was 
the soIe provider of electric service within Graham County. In 1946, Graham, Safford and the 
Town of Thatcher (‘“Thatcher”) jointly acquired the assets of AGU. On January 22, 1946, 
Graham, Safford and Thatcher entered into a joint contract (“the 1946 Agreement”) whereby 
Safford and Thatcher acquired the assets within their respective boundaries while Graham 
purchased,the remaining assets. 

Graham claims that the City has exercised an Acquisition Clause in the 2946 Agreement, 
in annexing portions of its CC&N. Further, the Cooperative states that ambiguity mounding 
hterpretations of the 1946 Agreement has over the years resulted in many litigations. Graham 
and the City have pending counter lawsuit at Graham County Superior Court. As a result of the 
pending litigation, the Graham County Superior Court issued a preliminary injunction in 2005, 
restraining both parties from providing electric service to the Wal-Mart Supercenter. 

On January 1,2009, Graham and the City entered into a Territorial Settlement Agreement 
(“SA”),  in an attempt to filly resolve all issues surrounding service rights and obligations with 
the common service area. The TSA delineated a geographic area, known as the Safford Service 
Area (“SSA”), which with certain exceptions, is the area Saf€md has the right to serve under the 
terms of TSA. The TSA also authorizes Graham to continue to serve its existing customers 
within the redefined SSA, fi-om January I ,  2009 through December 31,2016. Further, the TSA 
permits Graham to sign-on new customers during the intervening period, only when the City 
does not have the facilities to serve the new customer, at the time of requesting service. Further, 
the TSA requires Graham to file a new application, no later than January 15, 2015, for 
Commission authority to transfer to the City, its customers and facilities Within the SSA, 
effective January 1, 2016. In addition, the TSA provides for Graham to serve the Walmart 
Property and load (“Walmart”) through December 31, 2012, Effective January 1, 2013, the 
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Cooperative is required to transfer the Walmart as well as the facilities for serving the load to 
Safford. In exchange, Graham would assume the right and responsibility for serving the Safford 
Municipal Airport. Also, the City will swap its distribution facilities for serving the Airport to 
Graham, in a quid pro quo transaction, 

In this application, oraham seeks Commission authorization to: 

1. 
2. 

3. 
4. 

Modify its CCN to exclude the SSA, subject to the exception sought in (2) below. 
Retain the areas where it curnntly has customers and facilities within the SSA in 
its CC&N, through December 3 1 201 5. 
Modi@ its CC&N to include Walmart, through December 3 1,201 2. 
Modi@ its CC&N to exclude the Walmart, and transfer its distri’bution facilities 
for serving Walrnart to SaiTord, effective January 1,2013, with no further action 
of the Commission. 

Staff has reviewed Graham’s application and determined that the above transactions are 
in the public interest, Staff agrees with the Cooperative that the benefits of approving this 
application, far exceeds the demerits of a denial. First, it eliminates all disputed issues relating to 
the 1946 Agreement, and resolves pending litigations. Second, it eliminates the risk of the City 
obtaining Graham’s customers and facilities within the SSA, by means of an Acquisition Clause 
in the I946 Agreement; which the Cooperative considas to be unfavorable. Third, the TSA 
provides Graham with the opportunity to continue to serve its existing customers, and some 
oppottunity to obtain new customas. As a result of this provision, the Cooperative‘s customers 
will not be immediately impacted by this transaction, but would have a lengthy transition period. 
Finally, it resolves all territorial disputes, and provides for an agreed-upon proces~ for service 
territory expansion by both parties. Based on these factors, Staff recommends approval of this 
application. 
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Graham County E I W c  Cooperative, Inc. 
Docket No. E-01749A-09-0185 
page 1 

BACKGROUND 

On April 17, 2009, Graham County Electric Cooperative, Inc. (“Graham” or 
“Cooperative”) filed an application with the Arizona Corporation Commission (“Commission”) 
for authorization to amend its Certificate of Convenience and Necessity C.CC&N”), and to 
transfer certain of its assets to the City of Safford (“Safford” or “City”), 

Graham is a non-profit, electric distribution cooperative certificated by the Commission 
in Decision No. 33006, dated April 6,1961, to operate and maintain an electrical system in most 
areas of Graham County. The Cooperative serves areas located south and east of the San Carlos 
Apache Indian Reservation, but excludes areas within the corporate boundaries of the City and 
the Town of Thatcher. Graham currently serves approximately 6,200 members through rates and 
charges that were approved by the Commission in Decision No. 70289, dated April 24,2008. 

The City of Safford (‘Csafford” M “City”) is a municipal carporation that operates electric 
dismiution systems within and outside its corporate boundaries. 

Graham states that prior to 1946, the Arizona General Utilities Company (“AGU”) was 
the soie provider of electric service within Graham County. In 1946, Oraham, Safford and the 
Town of Thatcher (“Thatcher”) jointly acquired the assets of AGU. On January 22, 1946, 
Graham, Saf€ord and Thatch= entered into a joint contract (“the 1946 Agreement’’) whereby 
Safford and Thatcher acquved the assets within their respective boundaries while Graham 
acquired the remaining assets. The 1946 agreement had an “Acquisition Clause”, which states 88 
follow: 

“&ford and T h a k k ~ ,  or either, upon the mexution or extension of 
their corporate limits, at any time in the future, of territoty udjucmt to 
either of the said towns, shuN be sold the distribution facilities then 
existing in any such territory and owned 6.r the Co-op upon a replacement 
new cost less depreciation basis, with no goodwiN or going concern 
element considered. and in no event shall the Co-op require that 
condemtion proceedings be instituted for such acquisition ‘I 

Graham reports that since 1961, Safford has exercised the above Acquisition Clause in 
annexing s e v d  part of its certificated territory. Further, Graham states that because the 1946 
Agreement was somewhat ambiguous, there have been on-going disputes between S a f f i  and 
the Cooperative, regarding (1) rights, obligations and duties under the 1946 Agreement and 
Arizona laws, (2) provision of service to areas annexed by Safford, and (3) the correct 
intapretation and application of the Acquisition Clause. These disagreements have resulted in 
two litigations, ultimately decided by the Arizona Supreme Court. Graham cites the two cases as 
Graham County Elec. Coop. v Town of Suflord, 84 Ariz, 15,322 P.2d 1078 (1958) (“Graham I”) 
and Graham County Elec. Coop. v Town of Saflord, 95 Ariz, 174,388 P.2d 169 (1963) (“Graham 
II”). As of date, Graham and Safford have pending counter lawsuits, regarding which entity has 
the right to serve certain portions and customer loads within Safford. According to Graham, 
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these counter lawsuits have been consolidated into a single case, titled CiO of Saflord 
(PIaintzf/defin&nt) v. Graham County Cooperative Electric (Plaint1#%efendant), in Graham 
County Superior Court Case Nos. CV2005-081 and CV2005-083 (“the Litigation”). As a result 
of the pending Litigation, the Graham County Superior Court issued a prelhninaq hjunction in 
2005, restraining both parties hrn  providing electric service to the Wal-Mart Supercenter. 

TERRITORIAL SETTLEMENT AGREEMENT 

On January 1, 2009, Graham and Safford entered into a comprehensive Territorial 
Settlement Agreement (““SA”), in an attempt to fully rwlve  all disputed issues relating to the 
1946 Agreement and the pending Litigations. The purpose of the TSA is to provide: 

“...for a more orderlyJ mutually beneficial and rational allocation of 
electric service responsibilities within the corporate limits of Safford as 
they have expanded and as they will continue to expandfrom time to time 
in thefirture .... ” 

By the TSA, the parties have delineated a geographic area, known as the Saffotd Service 
Area (“SSA”), which with certain exceptions, is the area S f i r d  has the right to serve under the 
terms of agreement. The SSA enc~mpasses the city limits, including areas in wbich Safford 
m t l y  provides service, and certain areas in which it anticipates providing service in no 
distant fume. The TSA requires Graham to seek Commission approval to modi@ portions of its 
CC&N ovmlapping the SSA, and to transfer certain of its assets to the City. However, the TSA 
authorizes Safford to continue to serve certain customers loads within the Safford Service area as 
follow: 

“The Cooperative’s CC&N will continue to include, and GCEC will have 
the right and obligation to serve, all of the existing loads and customers 
within the Saford Service Area that the Cooperative was serving’ as of 
January I, 2009. I“hese areas depicted on Exhibit 2 hereto, which shows 
the location of the Cooperative ‘s distribution facilities (identfted thereon 
in red as “GCEC Conductors’y existing as ofJanuary 1, 2009 within the 
Saford Service Area that are wed to serve existing loads and customers. 
To provide firther clarity, a detailed list of the existing loads and 
customers covered by this exception is attached thereto as Exhibit 3. ‘ I  

As indicated above, the TSA provides for Gr&m to continue to serve its existing 
customers of recad, as of January 1,2009, within the redefined SSA, through December 31, 
2015. The Cooperative currently serves approximately 682 customers within the TSA. On 
January 1, 2016, Graham is required by the TSA to transfer to Safford, all its customers and 
electric infrastructure within the SSA. To effectuate this provision, the TSA requires Chham to 
file a new application with the Commission, no latw than January 15, 2015. The prospective 
application will request the Commission to delete any portion of its CCgLN overlapping the SSA, 
and for authorization to transfer all its assets within the SSA to Safford, effective January 1, 
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2016. Upon approval of the January 15,2015 filing, Safford will become the sole provider of 
electric service within the SSA. 

Between January 1, 2009 and December 31, 2015, the TSA authorizes Graham to 
continue to sign-on two classes of prospective customers within the SSA. First, the TSA allows 
Graham to serve new or temporary loads that Safford does not have the neoessary infbstructure 
to connect at the time service is requested. Second, Graham may provide service to new 
customers that request electric service directly fim the Cooperative, prior to Commission 
approval of this application. 

As it relates to the Walmart Supercenter load (“Walmart”), the TSA provides as follow: 

“Through December 31, 2012, the Cooperative‘s CC&N will include, and 
the Coopemtive will have the right and obligation to continue to serve, the 
Wai-Mart Supercenter load, which is located within the Safford Service 
Area on a parcel of land in Suflord bordered by 2$k Avenue on the west 
and 1 P avenue on the east, and by highway 70 on the north and $R Street 
on the south, and which is nwre partidarl) described in Exhibit 4 hereto. 
The T U  provides that, subject to commission approval, Saflord will then 
take over service to the Wal-Mart load on Jmruary I ,  2013, and GCEC 
wiii at that time cortvey to Saflord is distribution facilities used in 
providing electric service to the Wai-Mar; load ” 

Under the terms of the TSA, Graham is permitted to serve Walmart through December 
31, 2012. On January 1, 2013, Graham will transfer Walmart and its infrastructure related 
thereto, to Safford. Concurrent with this transfer, Grabam would assume responsibility for 
serving the Safford Municipal Airport properties (“Airport”) fiom Safford, and acquire the City’s 
infrastructure for serving the Airport, in a quid pro quo transaction. Because the Airport is 
currently within the Cooperative’s CC&N, Graham contends that it would not require 
Commission prior authorization to serve the load. 

THE TRANSACTION 

The Cooperative seeks Commission authorization to: 

1. 

2. 

3. 

Subject to the terms of the TSA as described in (2) below, delete the portion of 
Graham’s CC&N w i h n  the redefined SSA. 
Modify the Cooperative’s CC&N to include areas and customers within the SSA, 
as described in Section 13(a) of this application. 
As it relates to Walmart, the Cooperative seeks Commission authority to: 

a. Modify its CC&N to include Walmart, fhm the effective date of the 
Commission decision through December 31,2012, 
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b. Delete Walrnart from its CC&N, and transfer to SaiTord its electric 
inhstructure dedicated to serving Walmart, effective January 1,2013. 

STAFF ANALYSIS 

Engineering Analysis 

On July 14,2009, Staff Engineer, Prem Sahl inspected the proposed SSA, accompanied 
by Dennis Kouts, the Cooperative’s Operations Specialist. During this visit, Staff observed both 
Wdmart and the Airport that would be swapped between Graham and Sflord, on January 1, 
2013. Staff also observed the distriiution facilities that would be transferred by G?aham to 
Safford, on January 1,201 6’. A listing of Graham’s current customers that would be transferred 
to Safford, showing their respective locations, classes and meter numbers is attached to this 
application 8s Exhibit 3. The inventory of facilities relative to these customers will be assessed 
and deteimined prior to the transfer of the remaining facilities on Jammy 1,2016. According to 
the Cooperative, it is in Graham’s best interest to finalize this agreement to preserve. the 
wheeling revenue from SafFord and to save on expensive litimtion fees. 

Based on a field inspection of Graham’s electric facilities relative to the transfer of Wal- 
Mart connection in 2013 and a general review of the distribution system in the S a f f d  Area for 
transfer in 2016, including discussions with the Cooperative’s representatives, Staff concludes 
that the transfa of assets in the SSA is reasonable under the terms of the TSA, and is in the 
public interest. Staff does not believe that a detrimental impact to service reliability will o c m  as 
a result of the transfer. That is because the Cooperative will ranfigure the system by 
disconnecting its feed into the current load center and let Safford connect the affected customers 
to its present distribution system. Based on Staf fs  aforementioned engineering review and 
inspection of the electric facilities to be transferred by Graham to Safford, Staff recommends that 
the Cooperative’s application to amend its CC&N and transfer c d n  facilities to Saffixd per the 
TSA be approved. Detail Engineering Analysis is attached as exhibit A. 

Analysis of the Transaction 

Existing and Prospective Customers within the SSA 

Graham is requesting the Commission authority to delete the redefined SSA from its 
CC&N, except for portions of the SSA where it currently serves approximately 682 customers. 
The TSA authorizes Graham to continue to serve these customers through December 3 1,2015. 
Also, the TSA authorizes Graham to sign-on new customers during the intenming period, only 
when Safford does not have the m i t i e s  to serve such a prospective customer. Graham states 
that such prospective customers will be served through a Borderline Agreement between the 
Cooperative and the City, subject to Commission approval. The TSA requires &aham to file a 

’ In accordance with the krms of the TSA, the distribution system, shown in red on Exhibit PB-1, and the customers 
being presently served by Graham will continue b be served by the Cooperative Until December 31,2015. These 
customers and the said distribution system facilities will be transfmd to Safford on January 1,2016. 

E41749A-09-0185 



Graham County Electric Cooperative, Inc. 

Page 5 
E-01 749A-09-0185 

new application, no later than January 15, 2015, for Commission authority to transfer all its 
customers and elecsic infrastructure within the SSA to Safford, effective January 1,2016. 

Staffs analysis indicates that the Company‘s proposal will result in fragmentation of 
Graham’s CCXN within the SSA. As shown on the Cooperative’s Exhibit 2 attached herewith, 
its customers are located in M m n t  portions of the SSA. Because Graham’s customers are not 
located in a contiguous area, its subsisting CC&N will be scattered all over the SSA, if the 
Commission grants this request. S t a  finds that fragmentation of Graham’s CC&N within the 
SSA could result in customer confusion. However, Staff notes that perceived customer 
confusion is Iimited to the intervening period, fiom the effective date of a decision in this 
proceeding through December 3 1,2015. In response to this concern, the Cooperative asserts that 
because its existing customm are known and the prospect of obtaining new customers is limited 
to tbt terms of the TSA, any customer confbsion will be minimal. As shown on Exhibit 3, 
attached to this application, the Cooperative has provided a list of its current customers within 
the SSA, and agrees to provide an updated list by hearing date. 

Staff agrees with the Cooperative that the benefits of approving this appiication, far 
e x d s  the demerits of a denial. First, it eliminates ail disputed issues relating to the 1946 
Agreement, and resolves pending litigations. Second, it eliminates the risk of the City obtaining 
Graham’s customers and facilities that are within the SSA, by means of an Acquisition Clause 
provided for in the 1946 Agreement; which the Cooperative considers to be unfavorable. Third, 
the TSA provides Graham with the opportunity to continue to serve its existing customers, and 
some opporturiity to obtain new customers, through December 31, 2015. As a result of this 
provision, the Cooperative’s customers will not be immediately impacted by this transaction, but 
would have a lengthy transition period. Finally, it resolves all tenitorid disputes, and provides 
for an agreed-upon process for service territory expansion by both parties. Based on these 
factors, Staff concludes that it is in the public interest to approve Graham’s request to modify its 
CC&N within the SSA, as discussed above. 

Staff did not find it necessary to analyze the Company’s proposal to transfer its assets 
within the SSA to Safford, effective January 1, 2016. Staff believes that such analysis is best 
performed within the scope of its proposed January 15, 2015 filing. At that time, the 
Cooperative will be more able to identie such assets, the related sales price and net book value, 
and possible gains or losses relating thereto, 

Walmart Property and Loud 

The Cooperative seeks Commission authority to include Walmart in its CC&N, from the 
effective date of a decision in this proceeding through Decembex 31, 2012. According to the 
terms of agreement, on January 1, 2013,,Grahm will transfer Walmart, along with its related 
facilities to SaRord. In return, Safford will transfer the Airport and the City’s infi-astmcture for 
serving the Airport to Graham, in a quid pro quo transaction. In other worcls, this transaction 
will be effected through a swap, with no gain or loss to both parties. Finally, the Cooperative is 
requesting that the Commission to delete Walmart fiom its CC&N, effective January 1,2013. 

E-0 I749A-09-0185 
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Staff finds that the TSA relating to this transaction is in the public interest. First, this 
agreement eliminates the legal dispute between Graham and the City regarding each party’s right 
to serve the Walmart. Second, it guarantees a significant stream of revenue to the Cooperative 
through December 31, 2012. Third, it provides the Cooperative with the ability to t ~ u n  
continuous stream of income, once it assumes responsibility for serving the Airport. Staff agrees 
with Graham’s assertion that because the Airport is currently located within its CCBtN, it would 
not require Commission approval to commence serving it, effective January 1,2013. Unlike the 
individual customers discussed above, Walmart is a distinct entity with a sizeable load. As a 
result, its addition and deletion from Graham’s CC&N will be seamless. Based on these factors, 
Staff concludes that the Cooperative’s proposal regarding Walmart is in the public interest. 

PUBLIC NOTICE 

On September 23, 2009, Graham published a notice of this application in thc Eastern 
Arizona CQW~IY, a newspaper of general circulation within and around its service territory. The 
related AfidmI of Pubtication was filed with Docket Control on October 2, 2009. Also, on 
October 2,2009, the Cooperative provided an Afiduvit of Mailing indicating that the same notice 
was mailed to all customers of record as well as 20 property owners holding 40-acres or larger 
parcels of undeveloped land, within the SSA. 

CONSUMER SERVICE ISSUES 

Staffs inquiry confirmed that &&am was in good standing with the Corporation 
Division of the Commission. 

Our search of Consumer Services database fiom 2006 though October 6,2009, indicates 
that the Cooperative had 13 complaints and 4 inquiries. The complaints and inquiries relate 
primarily to billing, rate c ~ s e  and service issues. The complaints have been fully resolved and 
closed. 

CONCLUSION AND RECOMMENDATIONS 

Staff finds that Graham’s application to modi% its CC&N t9 be consistent with the terms 
of the TSA, and in the public interest. 

Staff recommends Commission approval of Graham’s application to modify its CC&N to 
exclude the SSA, subject to the exception provided for by the TSA, 

Staff fuaher recommends that the Commission grant Graham’s request to modi@ its 
CC&N to include all areas within the SSA, where it currently provides electric service, as 
depicted by the red lines shown on the Cooperative’s Exhibit 2, attached herewith. 

E-01749A-09-0185 
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Staff further recommends that the Commission approve Graham’s application to include 
Walmart in its CC&N, from the effective date of the decision in this proceeding through 
December 31,2012. 

Staff further recommends that the Commission grant Graham’s request for deletion of 
Walmart from its CC&N, effective January 1,201 3. 

Staff furthex recommends approval of Graham’s request for Commission authority to 
transfm to Safford, Walmart, as well as its electric infrastructure for serving Walmart, effective 
January 1,201 3. Staff recommends that this approval become effective on January 1,201 3, with 
no further action of the Commission, 

Staff further recommends authorizing Graham to engage in any transactions and to 
execute or cause to be executed any documents so as to effectuate the authorizations requested 
with the application. Staf€recommends that Graham files all pertinent documents evidencing the 
oonsummation of this transaction, no longer than 30 days from the effective date of transaction. 

E-0 I 749A-09-0 1 8.5 
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ATTACHMENT A 

M E M O R A N D U M  

To: Alex lgwe 
Executive consultant 
Utilities Division 

From: Prem Bahl 4hE. 
Electric Utilities Engineer 
Utilities Division 

Date: October 19,2009 

Subject: Graham County Electric Cooperative, hc. to Amend its Certificate of 
Convenience and Necessity and to Transfer Certain of its Assets to the City of 
Safford 
Docket NO. E-0134SA-08-0426 

On April 17, 2009, Graham County Electric Cooperative (,,Graham,’ “GCEC” or 
Cooperative”) submitted an application (“Application”) to the Arizona Corporation Commission 
(“Commission”) for authorization to amend its CC&N and to: 

0 Sell GCEC electric assets to the City of Safford (“SafTord”) in an area (9ervice 
Area”) delineated in the Territorial Settlement Agreement (“”’SA’’) accompanying 
the Application. The map of the Service Area is attached herewith as Exhibit PB- 
1. The GCEC‘s Transmission Map is attached as Exhibit PB-2. 

0 Relinquish to SaEord the right, obligation and responsibility to provide electric 
service to the customers in the Service Area as defined in the TSA accwdpauying 
the Application as Exhibit 1.  

Utility Overview 

GCEC is a non-profit, electric distribution cooperative, which supplies service to 
approximately 6,200 members in Graham County, Arizona. Saf5ord is a municipal corporation 
in the State of Arizona, which operates and maintains an electric distribution system within its 
corporate boundaries to serve its load. GCEC also operates and maintab the distribution 
system to serve its load within the SaEord Area (See red distribution lines in Exhibit PB-1). 
GCEC and Saf€ord have an Agreement by which Safford can acquire (upon psyment and otha 
conditions) certain electric facilities of GCEC and thereafter provide electric sentice to 
customers in its corporate boundaries. 
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Background 

In 1946, Graham, Sa&rd and the town of Thatcher (“l?hatCher”) jointly purchased the electrk 
system h m  Arizona General Utilities Company. Safford and Thatcher acquired the facilities 
within their respective city limits and Graham acquired the rest of the f’acilities in oraham 
County. In an agreement known as the “46 Agreement,” both municipalities could acquire the 
facilities and service tenitory from GCEC upon annexation for replacement cost less 
depreciation. 

The TSA was e n t d  into to settle litigation and to preserve GCEC’s wheeling revenue 
from Safford. With the completion of the new 69 kV transmission line from the Hackberry 
Substation to the Thatcher Plant by Southwest Traasmission Cooperative, Inc. (“SWTC’), 
Sa&rd would be able to build a new substation in its service territory tapping into this 69 kV 
transmission, if it chose to do so. That would result in GCEC losing wheeling revenue fiom 
Safford. One of the motivations for GCEC to enter into the TSA was to preserve its revenue 
stream fi-orn SaRord. 

Staffs Review of the Electric Facilities 

On July 14, 2009, Prem Bahl, Commission Utilities Division Staff (“Staff) toured the 
Service Area, accompanied by Den& Kouts, Opmtions Specialist, and observed the Wal-Mart 
facility to be transfmed to Safford, and the airport facility that would be transferred to GCEC in 
exchange of the Wid-Mart transfa. Both transfers are scheduled to take place on January 1, 
2013. Staff also observed the distribution facilities that would be tmnsferred to Safford on 
January I ,  2016’. A list of the current custamers that would be transfkred to Saflord showing 
their respective locations, classes and metex numbers is attached to the Application as Exhibit 3. 
The inventory of facilities relative to these customers will be messed at that time, and 
determined prior to the transfer of the remaining facilities on Januaryl, 2016. According to the 
TSA, the formula fbr the cost of facilities to be transferred to Safford in 2016 will be 
replacement cost new less depreciation, with a minimum prim of $950,000 and a maximum price 
of $1,250,000. According to the Coopemtive, it is in Graham’s best interest to finalize this 
agreement to preserve the wheeling revenue from Safford and to save on expensive litigation 
fees. 

Conclusions and Recommendations 

The Cooperative and the City have spent decades dealing with the difficulties and 
vagaries created by the 1946 Agreement GCEC has incurred a great deal of time and legal 
expense in litigation and other disputes with Safford regarding its application and enforcement. 
For more than two years, the Cooperative, its Board and other representatives have expended 
considerable effort negotiating the TSA RS 8 comprehensive solution to these lungstanding 

’ In accordance with the terms of the TSA, the distribution Bystem, shown in red on Exhibit PB- I ,  and the customers 
being pnsently servad by Graham will continue to be served by the Cooperative until December 31,2015. These 
customem and the said Wbution system facilities will be kindkred to Safford on Janusry 1,2016. 
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disputes. Both utilities, SaiTord and GCEC agree that the TSA will best serve not only the short- 
and long-term interests of the Cooperative and its members, but the best interests of all residents 
of Safford and Graham County. 

Based on a field inspection of Graham’s electric facilities relative to the transfer of Wal- 
Mart connection in 2013 and a general review of the distribution system in the Safford Area for 
transfer in 2016, including discussion with the OCEC Financial Manager Russ Barney, and with 
Dennis Kouts, Optrational Specialist, Staff concludes that the transfer of assets in the Service 
Area to Safford is reasonable under the tams of the Application and is in the public interest. 
Staff does not believe that a detrimental impact to service reliability will occur as a result of the 
transfer. That is because the Cooperative will reconfigure the system by disconnecting its feed 
into the current load center and let S&rd connect the af5e-d customers to its present 
distribution system. 

Therefore, based on Staff‘s aforementioned engineering review and inspection of the 
electric facilities to be transfmd by GCEC to SafFord, Staff recommends that the Cooperative’s 
Application to amend its CC&N and transfer certain facilities to Saf€ord per the TSA be 
approved. 

I 



GAL~ACNER BC KENNEDY 
P.A. 

LAW OFFICES 

HAND DELIVERED 

Docket Control 
Arizona Corporation Commission 
I200 W. Washington St. 
Phoenix, AZ 85007 

RECEIVED 

Re: Afiahvit of Publication andAfidhvit of Mailing in Relation to Graham County 
Electric Cooperative, Inc. 's (,,o Application to Amend Its Certificate of 
Convenience and Necessity and Tramfir Certain Assets to the Civ of Safird; 
Dockt NO. E41 749A-09-0185 

Dear Sir or Madam: 

Enclosed are (1) the original and 13 copies of the -davit of Publication canfkming 
published notice in this matter in the Eastern Arizona Courier, a newspaper of general 
circulation in SafTord, Arizona and (2) the original and 13 copies of GCEC's -davit of 
Mailing of the notice in compliance witb the requirements of the August 3 1,2009 procedural 
order. 

Your assistance in relation to this matter is appreciated. 

Very truly yours, 

GALLAGWR & KENNEDY, PA. 

MMG/plp 

Enclosures 
10430.13/2243161 

By: 
Michael M. Grant 

cc (w/enclosures): Maureen Scott, Legal Division (delivered) 
Alexander lgwe, Utilities Division (delivered) 

Original and 13 copies filed with Docket 
Control this 2"' day of October, 2009. 
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AFFXDAVlTffROOF OF PUBLZCATION 

EASTERN ARIZONA COURIER 
301A E. Hwy 70 Safford, AZ 85546 

Phone: (928)428-2560/Fax:(928)428-5396 
E Mail; mwatsoneeacoune~.coni 

I, Doris A. Glenn, being duly sworn deposes and says; that 
she is the legal clerk of the EASTERN ARIZONA COURIER, 
a newspaper published in the City of Safford, G-raham County, 
Arizona; that the legal described as follows: 

newspaper for 1 -consecutive weeks/ issues, the last 
publication being in the issue date 2 J-3 > 

20 rn . 

Subscribed and sworn to before 

A E J d i a Y  0 

My Commission expires: December 11,2010 

.- 
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GRAHAM COUNTY ELECTFUC COOPERATNE,INC. 
GRAHAM COUNTY UTILITIES, INC. 

9 West Ceater Street, P.O. Drawer B 
Pima, Arizona 85543 

AFFIDAVITOFMAILING 

Telephone (928) dSS-24SI 
F a  (928) 485-9491 

I. Than W. Ashbv, an employee of the oraham County Electric C o o ~ v e ,  Inc. 
("GCEC"), certify that 0x1 September 22,2009 I caused to be depoeitcd in the United 
States Mail, psiage ppa id ,  a copy of the attached Notice of AppIidon addressed to 
(1) all GCEC members who are actively receiving service m the Safford Service Area as 
set forth in Exhibit 3 to the ApplicatiOn and (2) 20 property owners who hold 40 larger, 
undeveloped laud parcels within the Safford S d c e  Area. 

Fratber your affiant say& not. 

Stamplsatrl m 
(SignalMc'of Notary Pubkc) 



NOTICE OF APPLICATION BY 
GRAHAM COUNTY ELECTIRIC COOPERATIVE, INC. 

TO TRANSFER CERTAIN ASSETS TO TBE CITY OF SAFFORD 
AND AMEND ITS CERTIFICATE OF CONVENIENCE AND NEcEssrry 

DOCKET NO* E*01749A49-0185 

Grabam Ekctric Cooperative, Inc. (“GCEC“), y m  dccirk smke pravidcr, and the City of Safford have 
entered into an agreement which involvbs the transfer of certsin electric smict turitwy-iaduding the 
area whm you wrrrmtly r e i v o  or may roociye olcctric swicb-and the right to svppty ckotricity to 
that area firom tbe bopemthe to the City. A map outlining the bouodarics of that m a  is st$ched. 

In pd, what this means is that the Cily will supply eleobicily to any new customers wanting to 
establish service in this lvea H m m ,  if you currmtly receive elecaic service from the Cooperative, 
you will Continue to be W C ’ s  customer Until J a ~ r ~ a r y  1,2016. 

On April 17, 2009, GCEC Bled an agplication with the A~ZOM f2orpodon CommisSiOn 
(“Commission”) to amad its C e r t i f i  of canveakact and Necsbsity to de& this change in senrice 
territory. The Commisfim’s doekct number for this Application is E-01749A-OW1SS. If you hew 
questions about the Applioetbq pleasa mm the Cooperative at (928) 485-2451 and ask for Dennis 
KO- op stwe Lines The application is also available for review at the Cooperatids offices at 9 West 
Center, Pha,  Arizona and at the offi~os of thc Commission in Tucsan at 400 West Congress Street, Sui% 
218, Tucson and in Phoenix at 1200 West WashingtDo Stna nnd on the Cornmission’s website, 
-, by using the eDocket fhction. 

Tbc Commission will hold a M n g  on this matter on Novemkwt 17, NUS, at 1O:M) a.m., or 85 sow 
theadtw as is practical, at the Cornmission’s Tucson offices, Room 222,400 West Corgrrsg Street, 
Tucson, Arbm 85701. 

You may have the tight to intarvcne m &e procadmg and participate us a pmty. Intetvtntion will be in 
a o c o r d ~  witb A.A.C. Rl4-3b105, except that all moths to intervane must be f i la  by Octobtr 23, 
2009. Pmons desiring to inkwcne must fik a witten motion with the Commission and send such 
mdon to tht Appficmt or ib coume1. The motion mwl  at a minimum, confain the name, addnss and 
tdephone number of the propos*d intervenor, a short s$temaat ofthe proposed intervenor’s mmst in the 
pmcecding, and a stdement cqtifying tbat a copy of the m o t h  to intavene has been mailed to thc 
Applicant or its m s e l  and to all parties of recopd in this case. 

! 

Comments may also be made by wtiting to the commission h m e  of Jhcket cooholy 1200 West 
Washington Streat, phosnix, Arim 85007. All cOfcleEpOndence should contain the Docket 
No. E-01749A-09-0185. Ifyou wmt fuithcr infomfatiOn OR intwveRtion or bavequGstions on how to file 
comments, you mgr contact tbe Consumet Service Section of the Commission at 400 West Congress 
strcot, Suite 218, Tucson, Arizona 85701 {1-800-535-0146), or 1200 West Washington Street, Phoenix, 
A ~ Z O M  85007 (1-800-222-7000). 

The Commission does not d i s o r i m i  an the bask of d i d l i l y  in admission to its public meetings. 
Persons with I disability may requast a masonable aommmodation such 86 8 sign language hcrpreter, as 
well 8s request this document in an alternative format, by contacting Shqlii Barnal, ADA Coordinator, 
wke phone number 602-542-3931, E-mail Sbernal@ai3x.n OV. Requcsts should be made a5 early as 
possible to allow time to mange the accommodatJ9n. 
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ATTACHMENT G 

Exhibit KG-4 

Graham County Electric Cooperative, Inc. 
ACC Docket No. E-01749A-09-0185 

Comparison of Rates and Terms of Service 

Pursuant to Decision No. 70289 in Docket No. E-0174949-074236, Graham County Electric 
Cooperative, Inc. ("GCEC") currently has in place the following relevant' tariffs: 

0 Rate Schedule A, Residential Service 
0 Rate Schedule B, General Service & Small Commercial 

Rate Schedule C, Large Commercial and Gins 
0 Rate Schedule I, Irrigation Service 
0 Rate Schedule SCL, Security Lighting 
0 Rate Schedule SC, Service Charges 

Schedule EM, Estimation Methodologies 
0 Schedule NM, Net Meterhg Tar& 

The City of SatTord ("Safford") has in place the following relevant tariffs: 

rn Rate Schedule ER, Residential Service 
Rate Schedule EC, General Commercial Service 

e Rate Schedule ECLD, Large Commercial Service 
0 Adjustment Schedule PPA, Furchased Power Adjustment 

The chart below compares GCEC's and SafTod's rates and charges: 

' GCEC elso has certain tariffs in place that are not relevant to this proceeding because (1) they do not apply to the 
GCEC customers m n t l y  located in the Safford Service Area andor (2) the City of Safford does not have a 
cornperable schedule or program. Those GCEC tariffs include Rate Schedule OIR (Optional Interruptible Rate For 
Irrigation Pumps 50 HP or Greater), Rate Schedule SI, (Street Lighting), Rate Schedule CP (Contract Power 
Service), Schedule QF (Co-Generation Qualifying Facilities and Small Power Production Facilities Under 100 kW), 
Schedule Cogen (Optional Electric Service For Qualified Cogeneration And Small Power Production Facilities Over 
100 kW), Schedule A-DSM (Demand Side Managemeat Adjustment), Renewable Energy Standard Tariff and 
Experimental schedult A-TOU (Residential Time of Use Service). 

GCEC's current net metering tariff was approved m Decision No. 74874 in Docket No. E-01749A-14-0257. 
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Irrigation Service monthly minimum $23.00 $12.00 
charge 
Irrigation Service commodity charge per $0.1 1554 $0.1 000 
kwh 
Security Lighting monthly minimum $5.77 $8.00 (residential) 
*e (small) $12.00 (commercial> 

$8.00 (government) 
Security Lighting monthly minimum $7.06 NIA 
charge (large) 
Security Lighting commodity charge per $0.0765 1 $0.1000 (commexcial) . -  

kwh 
New or Additional Service Connection $10.00 $25.00 
charge 
Senrice Connection Callbacks $10.00 N/A 
Service Calls after Regular Business hours $50.00 $35.00 

Disconnects $10.00 NIA 
Reconnects during Regular Business $10.00 NIA 
hours 
Reconnects after Regular Business hours $30.00 $35.00 
Returned Check Fee $25.00 $27.50 (check) 

$35.00 (electronic payment) 
Late Payment Charge 1.5% 5% (after first warning) 

Greater of $10.00 or 5% (for repeat 
occurrences) 

Meter Test $10.00 NIA 
Meter Rereads (if original not in enor) $10.00 NIA 
Purchased Power Adjustment ($0.005)’ $0.024 

In addition to the above-referenced rates and charges, GCEC and SaRord have in place the 
following relevant terms of service policies: 

Meter Readings: 
0 GCEC’s meter readings and billings are based on actual meter readings, which readings 

are made as close as practical on the same day of each month on a cycle basis. However, 
in the event that a valid meter reading cannot be acquired, GCEC applies the estimation 
procedures set forth in its Schedule EM. 
Safford‘s meter reading and billing practices are set forth in Municipal Code 0 13.04.150. 
Bills are based on actual meter readings except when specified otherwise in the city code. 
Meter readings are made as closely as practical on the same day of each month. Meters 
shall be readily accessible to the meter reader. The customer shall maintain said access in 
such manner that will not be hazardous or diffcult to the meter reader. If access does not 

0 

’ Per GCEC’s PPA filing in Docket No. E-01749A-07-0236 on September 10,2014. 
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comply with the above, billing may be averaged until such time as satisfixtory access is 
restored. Also, pursuant to 8 13 .O4.080, if a meter is found to be not registering or 
registering incorrectly, the charge for that utility service, for the period then ending, shall 
equal the charge for the same service for a like period. 

Terms of Payment: 
GCEC’s bills for electric service are due and payable no later than fifteen (15) days from 
the billing date. Bills become delinquent (and subject to a late payment charge) twenty- 
five (25) days b m  the billing date and are subject to disconnect upon five ( 5 )  days 
written notice. 

0 Pursuant to Saf€ord‘s Municipal Code $13.04.160, all charges for utility sefvice shall be 
due and payable on the first day of the month and shall be deemed deiinquent after the 
twentieth day of the calendar month. Section 13.04.200 provides that, if the charges for 
utility service for any month, or partial month, be not fully paid before the close of the 
business day of the twenty-fifth day of the month following the period for which such 
charges are incurred, the utility service shall be discontinued. 

Line Extensions: 
0 Pursuant to GCEC‘s l i e  extension tariff, upon request, GCEC shall prepare, without 

charge, a p r e l i i  sketch and rough estimate of cost of installation to be paid by the 
applicant. If the applicant requests detailed plans, specifications or costs estimates, a 
deposit may be required, The details of a line extension agreement shall be set forth in a 
written agreement, which shall include paymemt terms and refunding provisions, if 
applicable. No footage or equipment allowance are provided by GCEC at no charge. 

0 Saf€ord requires the applicant to provide engineered electrical plans to the Planning and 
Community Services department. M e r  approval, Safl‘ord provides to the applicant an 
estimate for material and labor without charge, A line extension is typically approved 
through a plan review process, and any r e h d  atrangements are memorialized in a 
development agrement. 

Net Metering: 
Under GCEC’s net metering tariff, if the esectricity generated by the customer’s net 
metering facilities and delivered back to GCEC exceeds the electric k W b  energy supplied 
in the billing period, the excess k W h  is credited to reduce the kwh supplied and billed 
during subsequent billing periods. Once each calendar year, GCEC issues a check or 
billing credit for the balance of any credit due. 

0 Safford adopted a net metering policy in 20 10 pursuant to which a customer’s net excess 
generation is c d e d  over to the customer’s next bill as a k W h  credit. Any credit balance 
remaining at the end of the calendar year is not carried forward or ,otherwise credited to 
the customer’s 8ccounf. 
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